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Summary

This report projects enrollment demand within California public
higher education from the present through the year 2005, and then
discusses numerous issues relating to Califorma’s economic and
fiscal ability to meet that demand

The first two chapters of the report provide background on the
nature and uses of long-range planning, and provide an overview
of several previous Commission planming efforts, most notably the
recently published Challenge of the Century (CPEC Report 95-3,
Apnl 1995)

The next section presents the Commission’s enrollment demand
estimate for the years 1993 to 2005 This 1s followed by discus-
sions of institutional physical capacity and long-range capital
outlay costs, a ten-year projection of General Fund revenues and
expenditures, and an overview of capital outlay revenue and
spending options Three appendices offer further explanations of
the enrollment projection methodology, Proposition 98 funding,
and State bonded debt limitations

The report contains 16 conclusions and eight recommendations
Among the most significant are the following (1) Califorma faces
an enroliment demand surge of 455,190 students through 2005,
with most of those students seeking admission in the final five
years of the projection, (2) support budget funding will remain
austere, but with reasonable economic growth, may be barely
adequate to finance the anticipated expansion, (3) approximately
$1 billion per year will be needed for higher education capital
outlay, with about 61 percent of that needed to maintain the
existing infrastructure, and 39 percent needed for growth, (4)
there is no known way that capital outlay funding in such an
amount can be raised -- at best, the State may be able to meet just
over half of the need, and (5) if the needed funds cannot be raised,
California will face many difficult choices in its efforts to maintam
both access and quality

The Commission adopted this report at its meeting on August 28,
1995, on the recommendation of its Educational Policy and
Programs Committee To order copies of this report, write to the
Commission at 1303 J Street, Suite 500, Sacramento, CA 95814-
2938 Copies may also be ordered by phone at (916) 445-7933
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Summary, Findings, and Conclusions

IGHER EDUCATION’S next ten years will be difficult, frustrating, and challeng-
ing Change is in the air, and while change has often been integral to the health of
this dynamic enterprise, the changes that are coming will not be welcomed by all
concerned, and will probably be greeted with intense resistance from some quar-
ters The colhision of an increased demand for services with a more-or-less per-
manent shortage of funds will involve a reorientation of old habits, the overcom-
ing of much institutional inertia, the loss of resources once taken for granted, and
probably the anger of the general public -- and the elected officials who represent
it -- because they will have difficulty understanding why lugher education cannot
conttnue to be all things to all people

Many of the elements of this collision, or “crossroads” as the Commussion charac-
terized it in 1990, are discussed in this report Chapter Two provides an over-
view, and discusses the function and purpose of long-range planning, the elements
of which certainly include the following

* Planmng 1s a discipline with both a knowledge base and a coherent set of tools
that permut complex situations to be analyzed,

¢ Planmng 1s a way to think creatively about the future, to stretch people’s think-
ing in ways that would not occur if a planning process were not in place,

¢ Planmng 1s a way to provide advance warmng of problems for which solutions
will eventually be necessary,

+ Planning 15 a way to organize data and information into useful forms,

* Planning is a way to encourage consideration of the interrelationships between
people and resources, and

*+ Planning 1s a dynamic process that permits admirustrators and policy makers to
make constant adjustments 1n response to environmental mstability

Chapter Three represents the most comprehensive analysis of undergraduate en-
rollment demand ever developed by the Commussion It contains Fall term enroll-
ment projections at the Cahforria Commumity Colleges, the Califormia State Urni-
versity, and the Unmiversity of Califorma between 1993 and 2005, and offers both
baseline and low alternative projections The undergraduate projections are based
on three elements (1) an analysis of first-time freshman participation rates ar-
rayed by race/ethnicity in all three public systems, (2) a projection of continuation
rates based on a “hfe-table” analysis that predicts student persistence behavior
over a seven to ten-year period, and (3) a projection of community college and
other transfers to the universiies Graduate enrollments are not projected by the



Commussion, since they cannot be demographically derived in the same manner as
undergraduate demand, but tend to be governed by institutiona! and State policy
The graduate numbers appearing in the report are from the Demographic Research
Umit of the Department of Finance, and are so 1dentified in the report

Chapter Four compares the projected enrollment demand to existing and project-
ed institutional capacities Of necessity, this 1s a complex analysis that involves a
number of assumptions, an understanding of the function and mechanics of space
and utilization standards, and an appreciation of the role ancillary facilities play in
any stitution’s ability to serve students, even though such buildings may not 1m-
pact enrollment capacity directly In this chapter, the Commission discusses the
“musmatch problem,” which consists of two realities (1) not all campuses that
have excess capacity are located in areas where capacity is needed, and (2) the
sufficiency of classrooms and teachung laboratories does not guarantee that capac-
1ty exists, since other facilities such as faculty offices, libranes, and admnistrative
space are also required and may not be available It is because of this and related
problems (e g detenorated or outdated buildings) that the Commussion has drawn
a distinction between “technical capacity” and “real capacity,” and based its analy-
s1s of the need for new facilities on the latter It then compares that capacity to the
enrollment projections, and points to the year, for each system, when new facilities
will probably be needed

Chapter Five discusses the probable costs of expansion, given the previous discus-
sions of enrollment demand and physical capacity There 15 a discussion of the
history of capital outlay projections, a review of some of the Commussion’s activ-
1ties (n thus area over the past five years, and a summary of the cost estimates The
compilation suggests the need for approximately $1 billion per year for the next
ten years to both maintain the existing physical plant and to provide for expansion
-- if that funding comes from the sale of bonds, debt service will represent an
additional cost to the State treasury About 61 percent of the needed amount will
be for the exusting plant, with 39 percent for expansion

Chapter Six discusses the possibilities of securing the necessary resources to main-
tain the exasting plant and to provide for future enrollment expansion Tt begins
with a projection of General Fund revenues, with high and low alternatives -- a
projection based prnimarily on the relationshup between General Fund revenues and
a pnmary economuc indicator, California Personal Income The relationship be-
tween the two has been quite close over the past 15 years taken as a whole, al-
though Personal Income growth has tended to grow in almost a straight line, where
General Fund growth has had greater fluctuations Overall, Personal Income has
grown at a shghtly faster rate than the General Fund, which suggests the need for
some adjustments in the overall tax system

Following the discussion of revenues, the report projects expenditures in five cat-
egones over the next ten years, in each case listing numerous assumptions, and
offenng high and low alternatives The categonies include Health and Welfare,
Youth and Adult Corrections, K-12 Education, Higher Education, and Other Gov-



Findings

ernmental Functions Of these, Health and Welfare and K-12 constitute over two-
thirds of the General Fund, Corrections about 9 percent (and growing rapidly),
Higher Education about 12 percent, and everything else about 10 percent These
relationships are sure to change over the next ten years, although 1t 1s difficult to
make exacting forecasts, since many vanables are mvolved A major element in
the expenditure equation is Proposition 98 Appendix B contains a discusston of
Proposition 98 as it impacts the K-12 sector, with a projection of all three of the
“tests” that determune State support for the public schools

Chapter Seven is concerned specifically with capital outlay, and the question of
resources The earlier discussion of capacity and cost in Chapters Four and Five
suggests the need for about $1 billion per year in resources, this chapter discusses
ways in which all or part of that funding might be made available, with a particular
emphasis on bonded debt The possibility of incurning further debt to finance
higher education capital outlay 1s discussed 1n this chapter, Appendix C examines
these 1ssues 1n somewhat greater detail

Based on all of the material contained in the previous chapters of this report, the
Commission offers the following findings and conclusions

Undergraduate enrollments

1 The Commussion’s 1993 to 2005 baseline projection shows growth of 455,190
Fall term headcount students (295,488 FTES) for all three systems, with 337,770
(202,662 FTES) attending the Califorria Community Colleges, 85,356 (62,881
FTES) attending The Califorma State University, and 32,064 (29,945 FTES)
attending the University of Califorma The relative shares of the growth for
the three public systems are 74 2 percent, 18 8 percent, and 7 0 percent, re-
spectively The vast majonty of these prospective students will enroll at the
undergraduate level

2 Participation rates for first-time freshmen are projected to improve over the
next ten years, but very gradually The figures below reflect the baseline pro-
jection discussed above

* At the Califorma Commumty Colleges, there have been major enrollment
shifts caused by resource restrictions and student fee increases, particularly
the $50 per umit fee charged to students with bachelor’s degrees This vola-
tility has comphcated the projection, but the Commussion still beheves that
participation will improve marginally in all racial/ethnic categories and n
most age cohorts over the next ten years

* At the California State Umiversity, 4 5 percent of African-Amencan high
school graduates participated as regular admuts in 1993, this percentage 15
projected to wncrease to 6 5 percent by 2005 Among Latinos, the percent-
ages are projected to increase from 4 0 to 6 O percent Among Native Amer-
icans, the percentage is projected to remain at 9 0 percent throughout the



projection period For other groups, Whites are projected to increase from
6 0 to 9 0 percent, and Asians from 12 5 to 19 O percent

* At the University of Califormua, 2 8 percent of African-Amencan high school
graduates participated as regular admits 1n 1993, this percentage 1s projected
to increase to 3 8 percent by 2005 Among Latinos, the percentages are
projected to increase from 2 9to 3 9 percent Among Native Amencans, the
percentage is projected to increase from 5 5 to 9 0, but the numbers are so
small that the overall effect on the University wall be slight For other groups,
Whites are projected to increase from 5 7 to 7 2 percent, and Asians from
17 1 to 18 4 percent

The low alternative projection assumes shghtly lower participation rates for
various racial/ethnic groups, but even with that adjustment, the projection shows
an mncrease of 330,035 Fall term students (213,401 FTES) for the twelve-year
projection period The shares of this growth are 249,586 (149,752 FTES) 1n
the Califorma Commumty Colleges, 58,227 (42,896 FTES) n the California
State University, and 22,222 (20,753 FTES) at the University of California

Most of the enrollment surge -- in both projections -- will occur starting in the
year 2000 In the community colleges, 58 2 percent of the growth will occur
between 2000 and 2005 Comparable percentages for the California State Unu-
versity and the University of California are 76 5 percent and 72 7 percent, re-
spectively

Graduate enrollments

5

Graduate enrollments should grow very slowly, and may not grow at all, de-
pending on resource availability and Californua’s need for personnel with ad-
vanced traiming  As noted above, the Commussion did not project graduate
enrollments but relied on the projection developed by the Demographic Re-
search Umnut of the Department of Finance 1t 1s clear, however, that new grad-
uate enrollment plans are needed from both the State Unmiversity and Universi-
ty, and that policy makers should engage in a broad discussion of the appropn-
ate size, by disciphne, of graduate schools throughout the State

Special action admissions

6

Special action admissions to the Califorma State University and the University
of Califorria will continue to represent a hmuted but important share of new
admussions At the State University, special admits will represent 11 2 percent
of all new freshman, they will represent 5 1 percent at the Uruversity

Physical capacity of the higher education systems

=

Techmically, any institution’s physical ability to enroll students 1s measured only
by the availability of classroom and teaching laboratory space As a practical
matter, however, modem colleges and universities must also have a sufficient
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amount of administrative, library, research (in the case of the Umversity of
California), plant maintenance, food service, utility, and other kinds of space
to provide viable programs Accordingly, the amount of classroom and teach-
ing laboratory space, while adequate or even excessive for a given enrollment,
may not indicate a campus’s true capacity

On a systemwide basis, and particularly in the community colleges and the
State Unuversity, there are often local and regional musmatches between space
avalablity and enrollment demand -- a phenomenon caused, in some cases, by
poor planning, 1n others by population shifts, and in some cases, by the deten-
orated condition of the buildings themselves These musmatches make 1t 1m-
possible to determune real enroliment capacity through a stnict application of
space and utilization formulas on a statewide basis

As noted above, the Commission’s baseline enroliment growth projection of
455,190 Fall term headcount students translates into an annualized full-time-
equivalent student growth of 295488 The low alternative projection of
330,035 Fall term headcount students translates into an annualized full-time-
equivalent student growth of 213,401 Greater detail for these aggregate num-
bers is offered as follows

¢+ In the California Community Colleges, there 1s a “real” space surplus suffi-
cient to enroll an additional 82,500 full-time-equivalent students (FTES) on
existing campuses and educational centers without building new facilities
This does not mean, however, that every district has a surplus of space In
some districts, there are strong population pressures and a definite need for
new construction

+ At the California State University, there 1s a “real” space surplus sufficient
to enroll an additional 10,103 FTES Ths surplus should expand over the
next 10 years, however, at no capital outlay cost to the State, as the Monterey
Bay campus comes on ine By the final year of the projection, Monterey
Bay should expand the State Unuversity’s capacity by another 5,231 FTES

+ At the Unmiversity of California, there 1s a considerable capacity surplus based
on a technical review of existing space and utihzation standards Unfortu-
nately, virtually all of that excess -- over 18,000 FTES -- 1s located on the
Berkeley and Los Angeles campuses, which are already at or even above
their enrollment linutations as specified by the Board of Regents in their
Long-Range Development Plans  As a result of this particular form of the
“mismatch” problem, the University as a system has a “real” excess capacity
in its existing institutions of only 1,829 FTES

At the ndependent colleges and uriversities, there appear to be between 40,000
and 60,000 available spaces at regionally accredited institutions whose admis-
sion requirements are at least as rigorous as at the State University There 1s
considerable evidence that the filling of these spaces could save sigmficant
resources in the General Fund, but n order for this to occur, Cal Grant and
other student financtal aid programs must be increased sigmficantly



The cost of maintenance and expansion
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The cost of maintaining and expanding higher education’s vast physical infra-
structure will vary considerably by system, as noted in the following three bul-
lets

* Capital outlay requirements to maintain the Califorma Community Colleges’
existing physical plant are estimated at $225 million per year, in today’s dol-
lars, on an ongoing basis This does not include routine support budget ac-
tivities such as janitorial and related building services Capital outlay fund-
ing to accommodate the anticipated enrollment expansion 1s estimated at $105
million per year, which assumes that about 20,000 FTES of'the 120,000 FTES
in growth that cannot be enrolled in existing facilities will be educated through
technological apphications and operational efficiencies The total annual need
15 estimated at $330 mullion

Capital outlay funding to maintain the Cahforma State University’s existing
physical plant is estimated at $250 million per year for the next five years,
then $200 mullion per year thereafter, in today’s dollars Requirements to
enroll the projected growth in the student population should require another
$145 million per year, none of which will be used for the new campus at
Monterey Bay The total annual need 15 consequently between $345 and
$395 mullion per year This 1s considerably below the State Umiversity’s pro-
jections of its needs and reflects the probability of both greater physical plant
efficiency and restricted funding

« Capital outlay requirements to maintain the Umiversity of California’s exist-
ing physical plant are estimated at $150 million per year for the next 10 years
Requirements to enroll the projected growth in the student population are
also estimated at $150 milhion per year over the next 10 years mn today’s
dollars Given the complexity, diversity, and value of the University’s exist-
ing plant, the $150 maintenance number will fall far short of the actual need,
but 1t 15 assumed that many of the University’s needs will be met from non-
State funding sources

Resources. can Califorma afford to expand?

12 The Commission’s projection of General Fund revenues between 1994-95 and
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2005-06 suggests annual growth of about 5 2 percent This compares to a
projected annual growth in Califorma Personal Income of 6 2 percent, and
suggests that California’s tax structure may need to be revised to permut reve-
nues to grow consonant with economic growth generally By 2005-06, the
baseline projection suggests General Fund revenues of $74 0 billion, an in-
crease of about $31 6 billion from 1994-95 The high and low alternative rev-
enue projections are $77 1 and $70 9 billion, respectively

The Commussion has developed three expenditure scenarios for State opera-
tions and programs To make these scenarios manageable, the hundreds of



State programs have been aggregated mto five categories, including Health
and Welfare, Youth and Adult Corrections, K-12 Education, Higher Educa-
tion, and Other Governmental Functions For each spending category, specif-
1c assumptions have been histed The assumptions underlying the projections
are as follows

¢ For all three scenanos, 1t 1s assumed that annual increases in Health and
Welfare spending will decline from the current five to six percent range to
around three to five percent

*+ For the Youth and Adult Corrections, growth of 10 to 15 percent per year is
assumed

¢ For K-12 Education, Proposition 98 1s controlling, so the projection 1s vir-
tually the same in the three scenarios Further, while K-12’s share of the
General Fund is projected to increase from its current level of 36 1 percent,
relatively strong growth in property tax revenues at the local level should
prevent K-12 spending from exceeding 40 percent of the General Fund at
any time over the 10-year life of the projection

* For Higher Education, the baseline and high alternative projections assume
that the Governor’s compact, which provides for annual increases of 4 0
percent, will be honored Beginning in 2000-01, when the major enrollment
surge 1s anticipated to occur, 1t 1s assumed that annual percentage increases
will move from 4 O percent to 6 5 percent by 2005-06 The high and low
expenditure alternatives discussed above refer mostly to spending rates in
noneducational areas, thus, the “low spending alternative,” which suggests
lower spending on Health and Welfare and Corrections, actually permts
greater spending for higher education, with increases up to 7 0 percent per
year by 2005-06 Conversely, the “high spending alternative” virtually man-
dates lower spending on higher education

+ For Other Governmental Functions, 1t 1s assumed in the baseline and low
alternatives that annual increases will be 2 O percent per year, less than in-
flation throughout the 10 years of the projection The hugh spending alter-
native squeezes funding 1n many areas, and reduces annual increases for this
category to 1 O percent per year

Capital outlay- a discussion of aptions

14 The Commussion discussed 13 possible ways to accommodate higher educa-
tion’s capital outlay needs (1) general obligation or lease-payment bonds, (2)
local bond 1ssues for commumty colleges, (3) Melle-Roos districts for com-
munity colleges, (4) the State General Fund, (5) earmarking a portion of Gen-
eral Fund revenues, (6) higher taxes, (7) lease-purchase agreements, (8) pri-
vate fund raising, (9) State and local/private matching, (10) student fees, (11)
more intensive space utilization, (12) year-round operation, and (13) technol-

ogy
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1

The Commussion examined the issue of bonded debt 1n some detail, and found
that the need for capital funding far exceeds the State’s ability to finance the
need through bond sales alone In testimony before the Joint Legislative Bud-
get Committee, representatives from vanous firms specializing 1n bond sales
indicated that Califorma should resist incurning debt that exceeds five to six
percent of the General Fund The State 1s currently at about 5 2 percent In
future years, it seems probable that the State can sell about $2 0 to $2 5 billion
in bonds per year, i today’s dollars -- an amount that represents less than half
of the 1dentifiable need, excluding transportation needs, which are generally
funded by the gasoline tax Should efforts be iutiated to finance highway con-
struction projects through bonds of any kind, the amount available for tugher
education would come under even greater pressure

Many of the other options for financing capital outlay discussed n this report
are viable, but usually operate on a very limited scale For example, local bond
issues appear to be a good answer for the community colleges, since there is so
much unused debt capacity at the local level, yet they are very difficult to pass
because of the two-thirds majonty requirement Mello-Roos districts are a
useful option, but can only be used 1 very himited circumstances Pnivate fund
raising 1s a serviceable option for the Unmiversity of Califormia, particularly if
the State can offer matching funds, but historically, most of the University's
fund raising has been directed to the construction of supporting facilities such
as athletic arenas and museums, there 1s strong evidence, however, that the
Umiversity 1s enjoying increasing success (n securing contributions for strictly
academic purposes Student fees could raise a considerable amount of money,
but are extremely unpopular as a revenue source, and are consequently unlike-
ly to be approved Other options either raise too liitle money to be seriously
considered, are too expensive to unplement, are untried and indefinite as to
results, or fail the test of political viability

Californua faces a powerful surge in enrollments over the next ten years - a
surge generally referred to as “Tidal Wave II” -- that will be caused by both
strong population growth and rising expectations among historically underrep-
resented groups As noted in the first finding above, this surge should produce
an increase of 455,190 students 1n California public higher education by 2005
The major share of the enrollment increase will occur between 2000 and 2005
{62 7 percent), which provides planners and policy makers with a brief window
dunng which many important decisions will need to be made Some of the
parameters of those decisions are detailed 1n the seven additional conclusions
presented below

Given the enrollment projections and the space capacity analysis, the Commis-
sion believes the three public systems will need to expand in about the follow-
ing manner over the next ten years

* Califorma Commuruty Colleges Given anticipated efficiencies and existing
excess capacity, the Commission estimates that approximately 100,000 FTES



of the total anticipated enrollment growth of 202,662 FTES will have to be
enrolled in new facilities over the next ten years Ofthat 100,000 number, 1t
is estimated that 75,000 can be enrolled in new facilities on existing cam-
puses, with 25,000 enrolled at new campuses and educational centers Such
a number mght suggest the creation of five to ten new campuses and edu-
cational centers, but many other combinations are possible, including the
evolution of already approved centers (e g Lompoc, Folsom Lake, Mad-
era, Palmdale) into full-service colleges There may also be a need to estab-
lish a few other centers in areas with special population pressures, even though
space surpluses exist elsewhere

» Califorma State Umversity The Commission’s enrollment projection shows
growth of 62,881 FTES through 2005-06 (85,356 headcount) Given exist-
ing real capacity in the system, it is estimated that 10,103 can be enrolied 1n
existing facilities -- plus 5,231 at Monterey Bay -- which leaves a need for
facilities to house 47,547 FTES over the next ten years The State Universi-
ty has already formulated preliminary, and in some cases well-developed,
plans to enroll another 33,000 on existing campuses and centers, if funding
can be secured With growth at existing educational centers, the continued
development of San Marcos and other underbuilt campuses, and the devel-
opment of the new Ventura campus, it 1s likely that the State University will
be able to accommodate the remaiung 14,500 FTES without requinng an-
other full-service campus through the final year of this projection, and per-
haps longer

* University of Califormia The Commussion’s analysis of capacity at the Uni-
versity of Calforma indicates that continued growth on the eight general
campuses will obviate the need for a ninth general campus (the central val-
ley campus) through the final year of this projection, 2005-06 However,
the capacity analysis does indicate that 1,900 students will remain unserved
as of 2005-06 due to capacity restrictions While 1t 1s assumed that the
University can accommodate a number that small through greater efficiencies
or minor overenrollment throughout the system, it 1s hkely that a new gen-
eral campus will ultimately be required at an as yet undetermined date after
2005 Given the extraordinary lead tumes to develop such a campus -- at
least five years from ground breaking to occupancy -- plus additional time
for planning and financing, enroliment growth at the University wall need to
be watched closely over the next five years in order to determune when the
new campus should enroll its first class

3 Some of the “nightmare scenarios” that project non-higher education spend-
mg at levels sufficient to destroy California higher education are unlikely to
occur Such a conclusion, however, depends on many assumptions, including
revenue growth at anticipated rates at both the State and local levels, and strong
spending discipline for certain high growth areas of the budget, particularly
Health and Welfare, and Youth and Adult Corrections The Comnussion be-
lieves, and expects, that California’s Governor and Legislature will exercise
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the necessary spending discipline, since the alternative -- the serious erosion or
crippling of hugher education -- is fundamentally unacceptable

4 Even with reasonable revenue growth and strong spending discipline, however,

support budget funding for igher education will barely meet growth and infla-
tion expectations under the Commussion’s baseline enrollment and resource sce-
narios Further, 1t is in the nature of projections that minor changes in the as-
sumptions can produce dramatic results, many of them adverse Such changes
certainly include stronger enroliment pressures, reduced revenues, or greater
than expected demands on the General Fund from other programs According-
ly, it is prudent to conclude that higher education support budgets for the next
ten years will probably not be generous, and could easily be even less tolerable
than projected in the baseline scenario

If the Commission’s baseline or optimistic resource alternatives do not materi-
ahize, Cahforma higher education will face some very hard choices with regard
to support budgets As the Commussion noted 1in 1990, those choices include
escalating student fees, program reductions, enrollment rationing, personnel lay-
offs or early retirements, and general austenty

While the data indicate that support budget funding may be minimally adequate,
the prospects for capital outlay funding are exceptionally poor Given an annu-
al need of approximately $1 billion -- about 61 percent to maintain the existing
physical plant, and about 39 percent for expansion -- the Comrmssion can find
no combination of practical possibilities that would produce savings or revenue
sufficient to satisfy the total need Under the best of circumstances, 1t may be
possible, through strong local efforts from community college districts, greater
fund raising by the two university systems, the passage of bond 1ssues, and more
efficient operation, to raise about half to two-tiurds of the needed funds

The funding mechanisms for capital outlay require much greater study by both
the systems and the Commission This fact is well known to the members of the
Commission’s Capital Outlay Planning Advisory Commuttee (COPAC), who
generally agree that higher education faces great challenges in the coming years

At the Commuttee’s most recent meeting, many of the options for funding cap-
ital outlay, or reducing capital costs, that are presented in Chapter Seven of this
report were discussed at length, and while no consensus was reached on any
specific solution to the problem, the group focused on seven subject matter
areas that appeared to offer the greatest promise for meeting the demands of
Tidal Wave II These included the followaing (1) bond sales (both General
Obhgation and Lease-Payment), (2) the lease-purchase of facilities in some cir-
cumstances, (3) increasing enrollments in the independent institutions, (4) greater
use of technology, including both multi-media and distance learming, (5) en-
hanced summer terms as a possible new form of year-round operations, (6)
mproved student flow through the institutions, which might reduce time to
degree and include new approaches to remediation, and (7) State/local capital
outlay matching arrangements, particularly for commumnty colleges, to maxi-
mize revenues from bond sales With the exception of bond sales, which fall
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Introduction

Background

The imperative for sound planning may never have been greater than in the 1990s

In past decades, Califormia’s powerful economic engine produced resources suffi-
cient for enrollments to expand rapidly at the same time that higher education’s
instructional, research, and public service functions were enhanced in quality, and
to do both without major increases in student fees Today, and probably for the
foreseeable future, 1t 1s increasingly evident that Califorma will find 1t difficult to
support 1ts higher education institutions at histonic levels, and that new ways must
therefore be found to educate a new wave of students that will seek admission
during the next ten years That enroliment surge, the size and composition of
which 1s discussed in detail in Chapter Three of this report, has been charactenzed
by University of Cahforma President Ementus Clark Kerr as “Tidal Wave 11~
When combined with evident, and probably enduring, resource constraints, this
growth surge represents an unparalleled challenge to planners, policy makers, ad-
rumstrators, faculty, students, and citizens How that challenge 1s met, or not
met, will send a powerful message to the next generation of Califormians about the
real possibihties for social, economic, and cultural advancement

In the late 1980s, when California was enjoying an immense economic expansion,
the Cahforma Postsecondary Education Commission warned of leaner times ahead,
and the negative effect they would have on higher education Many forecasters,
including the Commussion on State Finance, as noted m Chapter Six of this report,
thought State resources and programs would continue to expand, and that most
public needs would be met without undue difficulty The Postsecondary Educa-
tion Commussion saw a different scenario, and said so n its prescient, if controver-
sial, report on long-range planning, Higher Education at the Crossroads (CPEC
1990) That report suggested that revenues would not grow as fast as in previous
decades, that the State would not be able to spend even the revenue 1t had because
of the restrictions of the Gann spending limutation, and that the demands of vari-
ous State programs were increasing at substantially faster rates than the increase
in General Fund revenues The convergence of these forces -- the “Crossroads” --
was very likely to produce a penod of great difficulty for higher education

That era of adversity arnved in the first half of the 1990s The primary cause was
not the Gann limit -- the restriction on public spending was relaxed through Prop-
osition 111 in 1990 -- but the worst recession California had expenenced since the
Great Depression, yet the result was exactly the same as the Commussion had
feared a severe constraint on available resources As the Commussion stated 1n
January of 1990

the options for maintaining access and quality in the face of enrollment

13
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growth, without adequate resource availability, are unfortunately both im-
ited and unpleasant If'the voters fail to support relief in the spending limut,
the Commisston recommends

1 All plans for expansion should be suspended and the enrollment esti-
mates recalibrated to reflect the new policy assumption of reduced growth
n State resources

2 The current policy assumptions underlying the Master Plan should be
reevaluated to reflect reduced State support  All options for living with
less should be explored and their consequences identified

3 The Commussion should be prepared to take a lead role in putting op-
tions for reduced growth before the Governor and the Legislature (1990,

P 7)

There are at least two poignant ironies in these words First, had Proposition 111
been defeated and the Gann limit therefore maintained, but General Fund growth
continued as it had in the 1980s, higher education would actually have been better
off Second, even though Proposition 111 passed, virtually every one of the op-
tions listed by the Commussion in 1990 as “not good ones”™ has been implemented
to some extent Most expansion plans have been suspended or delayed, serious
examinations of programmatic differentiation have occurred, more students have
been diverted to the community colleges, principally from the State University,
student fees have increased dramatically at the State University and the University,
and significantly in the commumity colleges, particularly for baccalaureate degree
holders, high cost programs are under review 1n all three systems Further, the
“no-tax policies,” which the Commission referred to in the Crossroads report, are
even more resilient today in their political support than they were five years ago,
and may even have been supplanted by a strong desire to reduce taxes further

Recent evidence of economuc recovery in California, which was confirmed by the
UCLA Business Forecasting Project in December 1994, supports the Commussion’s
behef that the General Fund may soon return to steadier growth 1n the five to six
percent range Whle thus 1s hopeful news, such growth s still two to three per-
centage ponts less per year than in the 1980s, and it does not negate one of the
central premuses of the Crossroads report that future resources will be insufficient
to support higher education at historic levels of quality, especially n light of the
coming surge in enrollments California may have weathered the “Great Reces-
sion” of the 1990s, but lying in the wreckage of that economic reversal are a $4
billion debt that must be repaid, a large reservoir of pent-up demand for services,
and a constitutional straight jacket on spending produced by a series of voter -
tiatives dating back to Propositien 13 Factors such as these will act as a frustrat-
ing ball and chain on Califorma’s fiscal maneuverability as 1t faces the challenges
of the current decade and the new century



The function
and purpose
of long-range

planning

The economic and fiscal musfortunes of the past five years, and the probability of
continued fiscal stringency for the next five to ten years, have increased the need
for comprehensive long-range planning for all of higher education That need has
long been recognized by the Legislature, and led to the designation of the Com-
mission as the State’s official long-range planming agency for higher education

Now, with a difficult past transitionung into an uncertain future, the need to plan,
and to understand planning’s uses and limitations, has never been greater

Planning has sometimes been regarded as no more than a common-sense approach
for organizing data and information, financial resources, human expertise, and the
vanous structures of large orgamzations Within the fiscal or economic arena,
planning has been seen as a way to predict the future based on past trends and a
set of assumptions about future events Many see 1t as an activity one does occa-
sionally, perhaps every five or ten years or longer For example, the Master Plan
Jor Higher Education in Califorma, 1960 to 1975 (Education 1960), 1s often viewed
as the product of a planning effort that has stood the test of time and that 15 as
valid today as it was some 35 years ago Other documents dealing with such
issues as structure and governance, student fees and financial aid, enrollment growth,
faculty and staff compensation, physical facilities, and other subjects are some-
times seen as plans when they are really nothing more than a discussion of con-
temporary issues

Because there is often confusion about what planmng is, and is not, it may be
useful to consider a number of elements that should characterize any well con-
ceived planning process At a minimum, they include the following considerations

1 Planmng 1s a discipline

The Society for College and University Planning, which 1s the premuer higher edu-
cation planning organization in the Umited States, describes the discipline of plan-
ning this way

planning 1s a mental construct used to describe a broad vanety of concepts
and processes It carries multiple meanings Planning includes both the 1denti-
fication of objectives and the systematic orgamzation and integration of infor-
mation and other resources Its nature can be strategic, focusing on orgamza-
tion mussion and environment. 1t can also be operational, focusing on the achieve-
ment of mid-level goals and objectives (1993, p 5)

Increasingly, the general perception of planning as a common-sense approach to
organization is changing to a new perception where planning 1s a knowledge area,
an academic discipline with 1ts own base of data and information (e g economic
reports, fiscal analyses, enrollment data, etc ), an assortment of techmques that
have proven to be useful as organizational principles (e g focus groups, modeling,
futurism, environmental scanning), and a defined set of tools (e g computers, sta-
tistical software packages, networks) As the idea of planning as a knowledge
area has grown, it has evolved into a discipline of its own, 1n the same sense that
mathematics, psychology, English literature, or history are disciplines Having

15
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said that, however, it should quickly be added that while all sciences are disci-
plines, not all disciplines are science, and one of those that 1s not 1s planning

Although the tools and techniques used by planners are improving in both their
utiity and precision, planming remans, and will always remain, more art than sci-
ence As such, it isimportant to remember that planners do not attempt to predict
the future, but to consider a range of probabilities that may shape it Prediction 15
far more the province of those who create budgets with specific caseloads and
dollar appropriations to which agencies are expected to adhere Planners take a
longer view

2 Planming 1s a way to think creatively about the future.

Of necessity, most of the time required to admimster large organizations is devot-
ed to short-term considerations There are budgets to develop and approve, per-
sonnel to manage, and a host of other tasks that require immediate attention Yet
any organization that considers only its day-to-day challenges may eventually find
itself adnft, perhaps having lost the forest for the trees To take an agncultural
example, a farmer is able to plow hus fields in straight lines because he keeps s
eyes on a point in the distance If he only looked at the ground directly in front of
the tractor, he would find at the end of the day that the furrows were more winding
than straight Similarly, managers and adminstrators need to stretch their vision
for some distance nto the future, and to consider possibilities and potential cir-
cumstances that may be far removed from immediate concerns

Planners encourage policy makers and others to stretch their thinking, to consider
alternatives that may not occur for some time, but which may require tmmediate
attention Physical plant development 1s one example of a responsibility where a
long view 1s mandatory Those engaged in planning may not know the final con-
figuration or architectural style of a proposed building, but by examinng enroll-
ment projections, curricular needs, and potential fiscal resources, for example, a
creative process ensues that will eventually position the necessary resources in the
nght place at the night time

3 Planming 15 a way to provide advance warming of problems that need to be
addressed,

Because planmng is a way to think creatively about the future, to stretch people’s
thinking 1n new directions, it also represents a way to identify problems long in
advance of the time when they wiil need to be resolved 1If, for example, a surge in
enroliments 1s probable beginning five years in the future, as Chapter Three of this
report suggests, steps can be taken now to provide necessary facilities and funding
to accommodate them Further, a sound planning process may suggest alternative
ways to serve students, prompt a needed re-examination of program duplication,
lead to better uses of technology or different course scheduling systems, or indi-
cate that alternative sources of revenue will have to be found Were it not for the
planning process, it is far more likely that events will control the managers, rather
than the other way around Control of events at any time is difficult, but a well



articulated planning process can make some elements of the future far more man-
ageable than would otherwise have been the case

Good planning can also provide guideposts for when decisions need to be made,
and establish a specific agenda for dealing with problems that are likely to occur,
such guideposts create decision frameworks, which create order As an example,
the Coordinating Council for Higher Education -- and now the Califorrua Postsec-
ondary Education Commission -- have throughout the history of both agencies
been responsible, in the words of the Master Plan Survey Team, for advising the
Governor, the Legislature, and the higher education systems on such matters as
differentiation of function, the appropnateness of programs, and the “develop-
ment of plans for the orderly growth of lugher education * Through the Com-
mussion’s planning function, higher education’s growth, and even its occasional
retrenchment, have been more orderly, and the Commussion continues to provide
advice and counsel concerning the time frame for important decisions

4 Planming 1s a way to orgamize data and information into useful forms

With the advent of the computer, the photostatic copier, the fax machine, and any
number of other devices, the amount of available data has multiplied exponential-
ly Now, the Internet with its “Gopher” technology and the “World Wide Web,”
1n concert with new and more powerful personal computers, are promising a data
explosion urumagined only a few years ago For some, that “promise” constitutes
a danger, for there 15 an increasing probabihty that the sheer volume of data may
overwhelm those for whom 1t 1s intended to be useful Anyone who has “surfed
the Internet” can report that while there 1s a tremendous amount of useful infor-
mation on 1t, attempis to find specific items of information are often frustrated by
the sheer size and complexaty of “web technology

Planners are well aware of the fact that not all data represent useful information,
and that 1t 1s useful information that 1s needed more than ever That fact consti-
tutes a powerful challenge, for while any pianmng document can contain moun-
tains of data, those data may not be helpful to decision makers It 1s part of a
planner’s job to organize the mountain in such a way that useful decisions can
emerge, and to make reasoned judgments about both the validity of the data and
its relevance within a specific context The fact that something is true does not
necessarily make 1t useful

5 Planming encourages people to consider the interrelationships between people
and resources

While planners must be concerned with data, one of their pnmary functions is to
interpret the meaning of data for policy makers In higher education, enrollments
represent data, but in a planning process, the historical numbers must be projected
into an uncertain future, and that process can involve numerous assumptions about
human behavior, resource availability, physical facilities, organizational nussion,
and other factors Any long-range plan that has been thought through to a reason-
able conclusion will discuss the relationships that exist, or could exist, among many
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factors, and between different permutations of those factors The planmng pro-
cess itself will engage people from different parts of the organization or system It
will encourage them to consider a range of possibilities, always rememberning that
planning is not just a procedure for analyzing numbers, but a process for creating
change that will affect the lives of real people

In the analysis contained in this report, the enrollment projections measure the
demand for higher education services -- particularly at the undergraduate level --
based on both historical trends and various reasoned assumptions about rates of
participation, transfer, and continuation Yet the projection itself does not consti-
tute a plan, but only a stage in the planning process The next stage in the process
is to relate the numbers to the availability of resources, which involves a consider-
ation of physical capacity, support budgets, General Fund revenues and expendi-
tures, bonded debt, and construction costs All of this ultimately coalesces around
a senies of conclusions and options that relate the people who will desire services
to the availability of the resources From there, policy options will emerge that
will eventually lead to specific decisions

6 Planming is a dynamic process.

It 15 an axiom of planning that all plans must assume environmental stability, which
never occurs The reason it must be assumed 1s that planners cannot, and do not
attempt to, predict the future The prediction of future events may be the job of
prophets and seers, but it has no place in the job description of a planner Higher
education planners can be reasonably confident, for example, that over the course
of a ten-year plan, periods of strong and weak economic growth will occur that
will affect the flow of fiscal resources and thereby produce actual enrollments that
are higher or lower than the long-range enrcllment projection Since they cannot
predict when such events will occur, however, they must assume a more or less
stable economic landscape There may also be totally unforeseen events, such as
natural disasters, that will affect the assumptions of a plan, but there is no way to
integrate such possibilities into the plan itself

Because the future is inherently unstable -- yet must be assumed to be stable for
planning purposes -- it is essential that planning be a continuous or dynamic pro-
cess, one that is constantly fine tuned and adjusted as events unfold It is a serious
error to assume that any long-range plan will be followed in all of its particulars for
the entire span of its view, a span that usually encompasses a 5-, 10-, or 15-year
period As noted earlier, plans are valuable because they encourage people to
consider future possibilities and alternatives for which actions need to be taken in
the present, but, since the future is not known, the plan itself must be capable of
adjustment and periodic renewal Accordingly, planning processes should be con-
tinuous, and while short-range -- one or two years -- budgetary and other deci-
sions should always be made with reference to a long-range plan, the long-range
plan should be considered as more of a guideline than a prescription  When guide-
lines, or long-range plans, become prescriptive, the dynamism of the planning pro-
cess often fails, and administrators and policy makers substitute the expedient and



commonplace for the thoughtful and creative

Having outlined much of what planmng 1s in general, and what long-range plan-
ning 15 in particular, a few brief comments on what planning is nof are n order

* Planning 1s not a way to predict the future The future 1s uncertain and cannot
be predicted precisely Planming 1s a way to orgamze probabilities

¢ Planning 1s ot a substitute for good management Good plans are useless with-
out good managers, yet good managers are powerless without good plans to
guide them

* Planning is not a rigid prescription for decision making, but a gwidehne that
informs decision-making processes, and makes good decisions more likely

* Planmng offers nerther a barrier to nor a mandate for change, but a way to
make change orderly, functional, and useful

The aforementioned Crossroads report mtiated a planning cycle that has contin-
ued with few hesitations since Three other planning documents were published
by the Commussion that same year Technical Background Papers to “Higher
Education at the Crossroads: Planmng for the Twenty-First Century" (1990b), A
Capacity for Learming (1990c), which dealt with space and utilization standards
in lhigher education facilities, and Guidelines for Review of Proposed Campuses
and Off-Campus Centers (1990d), which updated the cnterion for the review of
new campuses and centers and strongly encouraged better long-range planning
activities 1n the three public systems of higher education In 1992, the Commis-
sion published four more planning documents Prospects for Long-Range Capital
Planming m Califorma Public Higher Education (1992a), which discussed the
planning process for physical facilities, A Framework for Statewide Facilities Plan-
ning (1992b), which created the Commussion’s Capital Outlay Planning Advisory
Commuttee and institutionalized the Commussion’s long-range planmng process,
Guidelmes for Review of Proposed Uriversity Campuses, Commurty Colleges,
and Educational Centers (1992c), which further refined the review process for
new institutions, and Preparing for the Coming Surge of Students Eligible to Ai-
tend Califorma’s Two Public Universities (1992d), which provided the first indi-
cation of the magmtude of “Tidal Wave II” In 1993, the Commussion added
Creating a Campus for the Twenty-First Century The California State Universi-
ty and Fort Ord (1993), which discussed future environmental conditions, the uses
and effects of technology, the quality movement in higher education, and the 1dea
of a “charter university” that would operate with few legal and bureaucratic re-
strictions

Throughout 1994, the Commussion labored with its most comprehensive planning
effort to date, an effort that includes the present report, but which primarily 1n-
volves a series of recommendations that collectively constitute The Challenge of
the Century (1995) That report 1s discussed in the next section of this introduc-
t1on
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The challenge of The title is imposing, but no less so than the challenge facing California higher

the century

education Many of the details of that challenge - strong enrollment demand,
limited resources, inadequate facilities, and California’s increasingly restricted ability
to incur new debt -- are presented in this report, but in advance of this effort, the
Commission thought it wise to present to the Governor, the Legislature, and the
higher education institutions a global view of higher education’s options at or near
the turn of the century To that end, the Commussion engaged in a comprehensive
review designed not merely to massage old verities, but to take a new and fresh
look at the enterprise, to suggest a new approach to the ways in which higher
education should be shaped for the coming generation, and the manner in which 1t
should conduct its business That report - The Chailenge of the Century -- which
the Commission approved on Apnl 3, 1995, offers numerous recommendations
for change that cover subjects as seemingly diverse as constitutional revision, funding
priortties, student fee policy, regional cooperation, and institutional effectiveness
Taken as a whole, the Challenge report may provide as many new and innovative
ideas, and present as many challenges for change, as the Master Plan Survey Team
presented to the people of California over a generation ago in 1960 Then, as
now, the challenge was always to fulfill the time-honored mandate contained in the
State Constitution, that

A general diffusion of knowledge and intelligence being essential to the
preservation of the rights and liberties of the people, the Legislature shall
encourage by all suitable means the promotion of intellectual, scientific,
moral, and agricultural improvement (Article IX, Section 1)

Drawing from the spirit of those words, the Challenge report offers its vision of
education’s role in this State’s life

Education is the State’s most important function Broad-based or univer-
sal education is the prerequisite for democratic institutions, the motive force
behind economic growth, the preserver of culture, the foundation for ratio-
nal discourse, the best means to upward social mobility, and the guarantor
of civilization No democracy ever survived, no economy ever prospered,
and no culture ever advanced without a healthy educational system The
roots of all that Californians regard as valuable, useful, or productive —
even noble -- can be traced to an elementary, secondary, and postsecond-
ary education that until recently has been unsurpassed (1995, p 2)

The implication of this vision is that the quality of Califorma’s educational system
is eroding, a process that must stop if California is to remain a world leader, and
the quality of life for its residents 1s to be sustained The reasons for the erosion
are detailed in the Challenge report reduced legislative budgetary discretion caused
by voter-approved initiatives, increased spending pressures from other sectors of
the budget, particularly from the Youth Authority and Corrections areas, and the
“super majority” requirements to approve local bond issues There is also the
growing problem of societal splintenng, of increased suspicion between and among
vanous classes of people. affluent versus poor, old versus young, urban versus



rural, educated versus uneducated, and the continuing friction among various ra-
cial/ethnic groups To all of this, and as discussed in Chapter Six of this report, it
should be added that combined State and local revenues are not growing as rapid-
ly as the overall economy

The Challenge report contains four chapters and a concluding section (1) State
government finance, (2) student fees and financial aid, (3) educational productivi-
ty and efficiency, and (4) statewide and regional cooperation and collaboration
In arraying the report in this way, the Commussion endeavored to persuade Cab-
fornians that solving education’s problems -- and consequently many of the State’s
problems -- does not lie with a single group or sector of this vast and diverse
State While the problems are great, it is not just the responsibility of the taxpay-
ers, the Legislature, the students, the admmstrators, the faculty, or any other sin-
gle group, to solve them It will take a major effort by many people

Accordingly, the Challenge report offers 24 recommendations for change

¢ Chapter One recommends constitutional revision to bring public revenues into
accord with economic growth, to use the independent sector more fully, to
regularize higher education funding levels, to review the missions of the sys-
tems, to establish expenditure priorities if resources must be rationed, and to
find new ways to finance capital outlay costs

¢ Chapter Two recommends that student fee levels be rendered stable, predict-
able, and affordable, that financial aid be funded more generously and directed
to the neediest students, and that elementary and secondary students and par-
ents be better informed about higher education opportunities, and the required
skills and costs involved in taking advantage of them

* Chapter Three recommends ways to increase productivity and efficiency in higher
education It suggests incentives for more efficient operation, funding for a
student information system, and opportunities for students to demonstrate com-
petencies in return for course credit This section also calls for better high
school preparation, a broader use of technology to both raise qualty and save
money, more complete information on institutional effectiveness, and the de-
velopment of new graduate enrollment plans by the Cahfornia State University
and the University of California As to this last recommendation, the new plans
should emphasize the needs of the State in various academic or vocational fields,
create greater program specialization, avoid unnecessary duplication with inde-
pendent institutions, consider the need for research productivity, and explore
the possibility of shortening time to degree

¢ Chapter Four calls for increased regional collaboration among nstitutions, in-
cluding public schools It suggests a more active role for the California Educa-
tion Round Table and other intersegmental bodies, joint meetings among the
governing boards, and an improved governance structure for the California Com-
munity Colleges
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The Capital
Outlay Planning
Adyvisory
Committee

The Challenge report concludes with a warning and a summary of the challenge
itself Much of that statement warrants repetition

Because of the recent recession and continuing increases in competition for
scarce tax dollars, educational opportunity and quality in California are in
danger of eroding The State’s public schools, once well-funded, now rank
in the lowest quartile of State funds nationally, and over the past four years,
its colleges and universitics have been starved for resources

If California is to meet the challenges of the twenty-first century, education
must be restored among its essential public services This will involve a
fundamental reordering of the State’s fiscal priorities Califormans cannot
assume that educators and educational institutions by themselves will be
able to maintain and expand educational opportunities adequately into the
twenty-first century Educators have a major responsibility, but they must
count on others -- students, parents, voters, elected officials, and employ-
ers, among others -- to share some of this responsibility, if these opportuni-
ties are to be a reality

¢ Students must accept the responsibility of preparing themselves academ-
ically to meet admission requirements

+ Families -- and particularly parents -- must help instill in young children
a love of leamning, faith in their future, a sense of personal discipline, and
a willingness to work and save for the future

+ Voters and elected officials need to demonstrate their commutment to
the well-being of the next generation

+ Employers need to cooperate more closely with educators to clarify ex-
pectations for graduates and new employees (p 29)

If there is a single message in this statement, and indeed in the entire Challenge
report, it 1s one of personal responsibility Unless large sectors of the population
of this State stop waiting for someone else to step forward, and step forward them-
selves, then it is likely that everyone will step backwards together

In August 1992, the Commission approved a report entitled A Framework for
Statewide Facilitres Planmng (CPEC 92-17) The opening paragraphs of that re-
port offered the following assessment of the dilemma facing Califorma higher edu-
cation

Califorma State government is facing a circumstance unique in its history
a confluence of massive growth and shrinking resources -- of growing de-
mands for services concurrent with an immense budgetary deficit that is
both economucally cyclical and programmatically structural To deal with
this dilemma of contraction and expansion, comprehensive planning and
the conservation of available resources have never been more needed, and
perhaps nowhere i8 this more true than in higher education (p 1)



Contents
of this report

The Commussion went on to remind State policy makers that it had warned of
severe shortages in capital outlay funding as early as 1987 (CPEC 1987), and stat-
ed then that such shortages could result 1n access restrictions, dimimshed nstruc-
tional quality, and health and safety deficiencies In 1992, 1t added

This assessment remains no less true today, and it suggests that, 1f the need
for resources is great, the need for planning to manage those resources 1s
even greater To make planming effective, 1t has become clear that many of
the disparate elements that constitute capital outlay planning and review --
projections of enrollment and costs, space standards, the review of pro-
posals for new campuses and centers -- need to be integrated into a single
planning framework (ibid )

Because of these concerns, the Commussion created the Capital Outlay Planmng
Advisory Committeg (COPAC), which includes representation from each of the
three public systems of higher education, the independent colleges and universi-
ties, the Governor’s Office, the Department of Finance (both the Budget Division
and the Demographic Research Unit), and the Office of the Legislative Analyst It
was authorized to consider a number of topics, including long-range capital outlay
cost projections, ways to reduce the need for additional facihties, and space and
utilization standards Subsequently, the 1ssue of enrollment projections was added
to the list, and almost immediately became a focus of many of its meetings

COPAC met for the first time on August 3, 1993, to discuss a working agenda,
which dealt generally with the nature of a comprehensive long-range planning model
-- and specifically on the first element of that model, enrollment projections Sub-
sequent meetings were called to discuss enrollment projections i great detail, cap-
ital outlay needs and costs, General Fund projections, and the other 1tems that are
now contained 1n this report A first draft of those parts of the report that did not
deal solely with enrollment projections was considered by the commuttee 1n Feb-
ruary of 1995 The information item that was presented to the Commussion on
June 5 was discussed in detail at the most recent meeting of the committee on June
14 Tt is anticipated that COPAC will continue to meet several times each year in
an effort to devise new ways to satisfy the growing demand for access to Calfor-
nia higher education

This report, A Capacity for Growth, should be considered as a companion to The
Challenge of the Century Although 1t 15 being released at a later date than the
Challenge report, A Capacity for Growth has been developed as a parallel effort
with an overlapping developmental time frame In one sense, it presents the tech-
nical background to much that the Challenge discusses, but 1t 1s also an expansion
of numerous themes, and a venfication of many of the Challenge report’s asser-
tions While 1t contains 1ts own findings and conclusions, all of which are consis-
tent with the Challenge, it offers no recommendations, since all of those the Com-
mission deems necessary at the present time are already contamed in the Chal-
lenge There is, however, at least one additional task that will require attention,
and 1t relates to Recommendation 1 9 in the Challenge report



24

Through its Capital Outlay Planning Advisory Committee, the Comnussion
should develop recommendations by this autumn for the Governor and the
Legislature to consider in financing capital outlay for higher education
through 2010

As noted above, planming 1s a dynamic and ongoing process For the Commussion,
neither The Challenge of the Century nor A Capacity for Growth marks the end of
the planning cycle, but another stage i the process The capital outlay financing
report, and subsequent reports, will represent further stndes forward 1n a continu-
ing effort to make ligher education more accessible, more resilient, and better able
to contribute to the continued social, economic, and cultural health of Califorma

In the succeeding five chapters of this report, the Commission discusses some of
the quantitative challenges of the next 10 years, through 2005-06

+ Chapter Three presents a detailed discussion of enrollment projections for the
California Commumnty Colleges, the Califorrua State University, and the Un-
versity of Califorma These projections were developed using the most sophis-
ticated and comprehensive computer modeling the Comumission has yet employed,
and the Commussion has discussed 1ts methodology at length with the systems
involved and with the Demographic Research Unit of the Department of Fi-
nance It strongly suggests that “Tidal Wave II” 1s a reahty, and while enroll-
ments will grow 1n the next five years, it seems clear that 1ts major impact will
not be felt until 2000 and later

* Chapter Four discusses the physical capacities of the three public systems of
lugher education from the point of view of both the techmcal or “paper” capac-
ities of the State’s colleges and universities, and the real capacity It suggests
that there 1s a considerable amount of unused capacity in the Califorma Com-
mumty Colleges and the Califormia State University, but only modest room at
the University of California within existing facilities Supenmposing the enroll-
ment projections on the capacity figures, this section suggests the amount of
physical growth that will be required in the next ten years

¢ Chapter Five discusses the probable capital outlay cost, not only to provide
space for the coming enrollment surge, but also to maintain the existing physi-
cal plant

¢ Chapter Six asks the question, “Can California Afford to Expand?” It s a dis-
cussion of the ten-year prospects for the State General Fund for both revenues
and expenditures Given the enrollment projections and the discussion of facil-
ities, a general idea of the condition of the General Fund 1s necessary, since
higher education 1s financed through the General Fund and 1s part of the so-
called “discretionary” part of the budget -- the portion that is not protected by
statute, constitutional restriction, or federal laws and regulations This chapter
offers various assumptions and possibilities that could have wide-ranging ef-
fects on higher education’s ability to serve the State Appendix B contains a
special discussion of Proposition 98’s potential impact on General Fund expen-
ditures



+ Chapter Seven is entitled “Capital Outlay Funding A Discussion of Options
It presents 13 possible options for either raising revenue or reducing expendi-
tures, and points to some areas that will require closer exammation There 1s a
lengthy discussion of the problem of bonded debt, the techrucal details of which
are included as Appendix C

The Commission’s findings and conclusions, along with a summary of the entire
report, are shown n the first chapter
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3 California Public College and University
Enrollment Demand, 1994 to 2005

prepare for a 24 3 percent increase in its public college and university enrollments

4 I VHE California Postsecondary Education Commussion forecasts that the State should

by the year 2005 This growth, involving a numenical increase of 441,000 under-
graduates from 1 77 million two years ago to 2 21 mullion ten years from now,
presents the State with immense challenges regarding access to higher education
as well as the quality and affordability of college

This Comnussion “Baseline Projection” of undergraduate enrollment demand com-
pares closely to the most recent undergraduate enrollment forecast by the Demo-
graphic Research Unit of the Department of Finance, as shown in Display | The
two agencies employ somewhat different methodologres for their forecasts, but

DISPLAY I Undergraduate Enroliment Demand in Califorma,
1994 to 2003, as Forecast by the Commission and Compared
to Undergraduate Enrollment as Forecast by the Demographic
Research Umit of the Department of Finance
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Bource Califorma Postsecondary Education Commussien 1995 Baseline Undergraduate Exvoll-
ment Demand Projection, and Depariment of Finance 1994 Enrollrent Projoetion Sees.

-

both arnive at very similar estimates
of total undergraduate demand by
the year 2005  Technically, the
Department’s enroliment model 1s

. more sensitive to institutional con-

straints, historical enrollment trends,
and estimates of the State’s ability
to provide adequate funding for
higher education than 1s the
Commussion’s On the other hand,
the Comnussion’s model estimates
pure enrollment demand, in that its
projection of student participation 1s
not restncted by the hmitations of
physical plant capacity or the avail-
ability of institutional and State re-
sources for operations and capital
outlay The Commission’s Baseline
Projection anticipates that under-
graduate demand will total
2,210,496 in 2005, while the Depart-
ment projects undergraduate enroll-
ment at 2,205,200 The difference
between the two models as of that
year 15 less than a single percentage

point
Both the Commission and the De-
partment of Finance foresee slower
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growth through 2005 than previous forecasts The Commission’s current projec-
tion of 455,000 additional students, which includes 14,000 graduate students, is
substantially lower than previous forecasts, which called for 700,000 additional
students by the year 2005 Several factors account for this reduction

¢ In the late 1980s, prior to California’s most recent recession, freshman
enrollments were on a dramatic upswing, and nontraditional students --
particularly those who had historically been underrepresented -- were pursuing
higher education 1n greater numbers  Since then, enrollment and participation
rates at the California Community Colleges and the California State University
have fallen, apparently because of the recession itself, increased student fees,
adverse publicity about course-cutbacks and overcrowded classes, and in some
cases, student uncertainty, if not cymcism, about the value of lugher education

* In addition, the Demographic Research Umit has lowered its projection of the
number of California high school graduates in 2005 from 335,768 to 310,183
because of updated 1990 Census figures that found fewer children enrolled in
the pnmary grades than originally forecast

* Furthermore, the Commission anticipates that the burgeoning numbers of high
school graduates who constitute “Tidal Wave II” -- the mini-baby boom of the
late 1970s that is an echo of the post-World War I baby boom ~- will be partially
offset by a temporary reduction 1n California’s 20-29 age-group

Principally for these reasons, the Commission’s 1995 Baseline Projection now shows
slow growth in enroliment demand over the next several years, and more rapid
growth i demand by the year 2000 through 2005

The Commission bases its Baseline Projection for 2005 on five primary elements

* The first is a 21-percent increase in the annual number of high school graduates
between 1993 and 2005 calculated by the Demographic Research Unit -- a rel-
atively reliable calculation because Califorma’s high school graduates of 2005
are already enrolled in the second and third grades of school

¢ Second, rather than merely extrapolating the behavior of today’s high school
graduates into the future, the Commission anticipates that undergraduate col-
lege-going rates by 2005 will have returned to pre-recession levels, primarily
because the global economy of the twenty-first century will require the acquisi-
tion of more job skills and knowledge beyond the high school level Therefore,
it assumes that the overall rate of recent public lugh school graduates who elect
to enroll in public postsecondary institutions as freshmen will rise from 52 per-
cent 1 1993 to 58 percent in 2005

* Third, the Commission assumes modest increases in the undergraduate partici-
pation of historically underrepresented groups, primarily because of current
improvements in their academic preparation, as evidenced by increases in the
proportion taking high school courses needed for admission to the California



State University, the University of California, and other selective institutions,
and by increases in their university eligibility rates

* Fourth, at the graduate-student level, the Commission’s Baseline Projection
uses enrollment projections developed by the Demographic Research Unit that
are based on current enrollment levels, since graduate-student enrollments --
unlike those at the undergraduate level -- are determined or “managed” more
by nstitutional policy than by student demography

* Fmally, for projection purposes, the Commission does not assume increased
enrollment of California students in independent institutions by means of
increased State-financed student aid, although the Commission advocates this
policy in its new report, The Challenge of the Century (1995)

Even if the Commussion’s assumptions of higher college-going rates and contin-
ued improvements in the academic preparation of histoncally underrepresented
groups prove false, enrollment demand will climb -- but simply at a less steep rate
than that anticipated by the Commission’s Baseline Projection If college-going
rates nse only halfway between their actual Fall 1993 levels and the Commussion’s

DISPLAY 2 Undergraduate Enroliment Demand in California,
1994 to 2005, as Forecast by the Commussion Under Baseline
and Low Alternative Assumptions, Compared to Undergraduate
Enroliment as Forecast by the Demographic Research Unit
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Baseline Projection for 2005, enroll-
ment demand will likely be the “Low
Alternative” Projection that the Com-
mission shows in Display 2

Simply because of California’s pop-
ulation growth, the State will lead all
other states in postsecondary enroll-
ment growth into the twenty-first
century The latest estimate released
by the National Center for Education
Statistics of the federal Department
of Education foresees enrollment in
public higher education nationwide
increasing by about 9 percent be-
tween Fall 1993 and Fall 2005 and

‘topping 12 6 mullion that fall, with

California’s share of nationwide high-
er education enrollment expected to
increase from 16 percent to about 18
percent

In terms of California’s three public
higher education systems, the Com-
mission’s Baseline Projection antici-
pates that enrollment demand at the
106 California Community Colleges

-will increase by 24 4 percent, or

337,770 additional students, for the
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DISPLAY 3 Anucipated Califorrua Public College
and University Enrollment Demand Between Fall
1994 and Fall 2005, Using the Commission’s Baseline

and Low Alternative Projections

Fall Term
of Year

Califorma
Community
Colleges

Basehine Projection

1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005

1,384,400
1,337,085
1,355,358
1,374,562
1,435,063
1,488,052
1,525.501
1,597.317
1,619,693
1,646,366
1,670,078
1,700,088
1,722,170

Number Change +337,770

Percent Change  +24 40%

Low Alternative Projection

1993
1994
1995
1996
1997
1998
1699
2000
2001
2002
2003
2004
2005

1,384,400
1,335,800
1,347,297
1,360,040
1,389,863
1,421,410
1,457,024
1,481,484
1,511,040
1,542,183
1,570,973
1,604,397
1,633,986

Number Change +249,586
Percent Change +18 03%

Source California Postsecondary Education Commssion staff analysis
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The Calfornia
State
University

325,640
323,208
323,574
327,542
333,894
340,146
345,694
354,244
363,987
374,717
388,556
400,021
410,996
+85,356
+26 21%

325,640
321,679
320,616
323,155
326,672
330,089
333,506
337,060
345,802
355,272
365,574
375,054
383,867

+58,227
+17 88%

Unuversity
of
Califorma

163,103
164,769
165,858
167,243
168,775
170,311
171,858
175,375
179,346
183,475
187,484
191,556
195,167
+32,064
+19 66%

163,103
163,192
162,774
162,651
162,675
162,699
166,210
168,921
172,362
176,133
179,805
182,900
185,325

+22,222
+13 62%

Total

1,873,143
1,325,062
1,344,790
1,869,347
1,937,732
1,998,509
2,043,053
2,126,936
2,163,026
2,204,558
2,247,018
2,291,665
2,328,333
+455,190
+24 30%

1,873,143
1,820,671
1,830,687
1,845,846
1,879,210
1,914,198
1,956,740
1,987,465
2.029.204
2,073,588
2,116,352
2,162,360
2,203,178
+330,035
+17 62%

22-campus Califormia State University by
26 2 percent, or 85,356 additional stu-
dents, and for the nine-campus University
of Califorma by 19 7 percent or 32,064
students As shown in Display 3 at the
left, the community colleges enrolled
1,384,400 students 1n Fall 1993 and are
likely to find under the Commission’s
Baseline Forecast that 1,722,170 students
will seek admussion in Fall 2005 The
State University enrolled 325,640 1n 1993
and 18 likely to have enrollment demand
of 410,996 by Fall 2005 And the Um-
versity of Califorma enrolled 163,103 n
1993, compared to hkely enrollment de-
mand of 195,167 in Fall 2005

Demographic determinants of demand

Changes it demand are due n part to
changes in the size and composition of re-
cent high school graduating classes and
to changes in college-age populations

The 1994 Projection Senies, developed by
the Demographic Research Unit and pre-
sented in Display 4 on the opposite page,
mndicates that pubhc high school gradu-
ates will total 310,184 by the year 2005

This represents an overall increase of 21 3
percent, or 54,461 additional graduating
seniors, since 1993 The annual rate of
mcrease 1n high school graduates 1s ex-
pected to average 2 4 percent beginmng
in 1996, and then taper off to an average
growth of 1 percent towards the end of
the projection period Even if participa-
tion rates reman constant, first-time fresh-
man demand 1s likely to be sigmficantly
larger based on the annual increases in the
size of the graduating class

In terms of ethnic/racial group, Latino
public high school graduates are expect-
ed to lead the increase with growth in
numbers of nearly 50 percent Next,
Asian, Native American, and African-
Amenican graduates are projected to n-



DISPLAY 4 1994 Department of Finance Projections
of California Public High School Graduates by Ethmicity,
in Numbers and Percent Change from 1993-94 to 2004-05

Academuc
Year

Mumbers

1993-94
1994-95
1995-96
1996-87
1997-08
1998-99
1999-00
2000-01
2001-02
2002-03
2003-04
2004-05

Total Change

African
Amencan

18,770
19,534
19,881
20,706
20,958
21,089
21,295
21,358
21,826
22,670
23,224
23,867

+5,097

Percent Change

1994-95
1995-96
1996-97
1997-98
1998-99
1999-00
2000-01
2001-02
2002-03
2003-04
2004-05

4 07%
178%
4.15%
122%
063%
098%
030%
219%
387%
2 44%
277%

Asian

38,020
37,350
37,758
39,705
42,749
45,359
47,693
49,320
50,556
51,940
51,775
53,483

+15,463

-1 76%
1 0%%
5 16%
767%
611%
515%
341%
251%
2 74%
-0 32%
330%

Latino

76,922
78,054
79,112
81,675
37,765
91,928
95,968
98,471

102,022

105,957

110,025

114,515

+37,593

147%
136%
3 24%
7 46%
4 74%
4 39%
261%
361%
386%
384%
4 08%

Native
Amencan

2,138
2,205
2,189
2,158
2,402
2,382
2,404
2,543
2,547
2,690
2,798
2,890

+752

313%
-0 73%
-142%
1131%
-0 83%
092%
578%
0 16%
561%
4 01%
329%

Total Change+27 16% +40 67% +48 87% +35 17%
Source 1994 Projection Sencs, Demographuc Research Umit, Department of Finance

White

119,873
120,655
119,089
119,891
122,727
124,016
122,288
122,157
120,773
120,948
118,974
115,429

-4,444

065%
-130%
067%
237%
1 05%
-1 39%
-0 11%
-1 13%
014%
-1 63%
-2 98%

-3 711%

Total

255,723
257,798
258,029
264,135
276,601
284,774
289,648
293,849
297,724
304,205
306,796
310,184

+54,461

081%
009%
237%
4 72%
295%
171%
145%
132%
218%
085%
110%

+21 30%

crease by 41 percent, 35 per-
cent, and 28 percent, respec-
tively Because of the relative-
ly low fertility rate among
White women of childbearing
age, the Department of Fi-
nance calculates that the num-
ber of White high school grad-
uates will actually dechne by
3 7 percent Accordingly, the
composition of the graduating
class of 2005 will reflect a gain
of nearly 11 percentage points
for Asian, African-American,
Latino, and Native American
students combined Since par-
ticipation rates are not uniform
across racial-ethnic groups,
though, demand 1s likely to be
more restrained than would
otherwise be expected than if
each group had a similar rate
Historically, college-going
rates for Latino and Affican
American students have been
comparatively low, but they
improved in the recent past
and are expected to improve
more over the projection pe-
riod

Mayor shifts in California’s pri-
mary college-age populations
will also affect enrollment de-
mand over the next 12 years

+ The 20-24 age-group 1s
projected to decrease from
approximately 2 4 million n
1993 to 2 2 million 1n 1999
and then more than fully

recover to 2 6 million by 2005 In the short run, however, it will drop by 200,000

¢ The 25-29 age-group may decrease from about 2 7 million in 1993 to 2 4 million
1n 2000, representing a loss of 300,000 persons As shown by Displays 5 and 6
on the next pages, these two age-groups represent a net loss of a half rullion
persons by the year 2000
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DISPLAY 5 Department of Finance Population Projections by Age Group, 1993-2005

Year

Numbers

Total Change

Percent Change

Total Change

1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005

1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005

15-17

1,200,323
1,234,338
1,289,875
1,353,859
1,390,305
1,424,238
1,438,050
1,481,575
1,515,093
1,547,295
1,583,275
1,618,901
1,692,212
+491,889

233%
4.49%
4 96%
269%
244%
0 96%
302%
226%
212%
232%
225%
4 52%
40 97%

18-19

833,045
840,385
853,818
873,295
893,911
936,724
988,105
993,658

1,007,517

1,037,158

1,052,237

1,083,826

1,100,469

+267,424

088%
15%%
228%
236%
478%
548%
0 56%
1 39%
294%
1 45%
300%
1 53%
+32 10%

20-24

2,471,318
2,401,820
2,332,446
2,247,771
2,235,084
2,232,005
2,266,895
2,327,469
2,412,752
2,471,800
2,548,216
2,613,590
2,662,265
+190,947

-2 81%
-2 88%
-363%
-056%
-0 13%
156%
267%
366%
2 44%
309%
256%
186%
+772%

13-29

2,742,050
2,692,332
2,668,679
2,649,245
2,601,409
2,562,863
2,485.272
2,402,078
2,319,087
2,306,045
2,301,942
2,337,573
2,397,604

-344,446

-1 81%
0 87%
-0 72%
-1 80%
-148%
-3 02%
-3 34%
-3 45%
-0 56%
-0 17%
154%
2 56%
-12 56%

Source 1994 Projection Series, Demographic Research Unit, Department of Fmance.

32

30-49

10,072,789
10,357,255
10,633,176
10,893,394
11,040,307
11,168,321
11,302,047
11,422,048
11,508,516
11,569,061
11,574,228
11,541,155
11,478,648
+1,405,859

282%
2,66%
2 4%
134%
1 15%
1 19%
1 06%
075%
052%
0 04%
-0 28%
-0 54%
+13 95%

50-59

2,655,686
2,764,500
2,877,046
2,995,749
3,197,397
3,393,640
3,576,974
3,766,338
3,960,176
4,135,847
4,304,370
4,485,508
4,686,856
+2,031,170

4 09%
407%
4 12%
6 73%
613%
5 40%
529%
5 14%
4 43%
4 07%
4 20%
4 48%
+76 48%

Total

19,975,211
20,290,630
20,655,040
21,013,313
21,358 413
21,717,791
22,057,343
22,393,166
22,723,141
23,067,206
23,364,268
23,680,553
24,018,054
+4,042,843

157%
1 79%
1 73%
1 64%
1 68%
156%
152%
147%
151%
128%
135%
142%
+20 23%



DISPLAY 6  Department of Finamce Population Projections by ...
Selected Age-Groups, 1993 to 2005
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The temporary reduction in
size of these two age-co-
horts is partially explained by
the steep decline in birth
rates that began 1n 1970 and
continued for several years
(Display 7, page 34) Dis-
play 8 on page 35 highlights
the aging of Califorma’s
population As can be seen,
the 50-and-over age-group
will gain 7 percentage points
by 2005 and represent 20
percent of the State’s popu-
lation In contrast, the 20-
to-29 age-group will lose 5
percentage points by then
and represent 21 percent of
the population -- only one
percentage point more than
the 50-and-over group

If college-going rates were
to remain constant, this de-
crease in the number of per-
sons aged 20 to 29 would
probably affect the Cahfor-
nia Community Colleges
and the Califorma State Uru-
versity more than the Uni-
versity of California, for the
reason that this age catego-
ry represents about 45 per-
cent of community college
enroliment and over 50 per-
cent of new students at the

State University -- whereas only 35 percent of first-time freshmen at the Universi-
ty do not enter directly from hugh school

The decrease in the size of the 20-29 age-group will be partially offset by an in-
crease 1n Califormia’s 30-49 age population from which older students come from

This age-group is projected to increase from about 10 million in 1993 to just un-
der 11 5 mithon by 2005 Presently, this cohort represents about 30 percent of
commumnity college enrollment and about a third of the new students to the State
University Display 9 on page 35 shows the distribution of public higher educa-
tion enrollment by age-group for Fall 1993
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DISPLAY 7 Number of Births Per Thousand Califorma Women Aged 20 to 24 and 25 to 29
Between 1970 and 1992, by Mayor Racial/Ethmc Group

Women Aged 20 to 24

250 00
1982 the principal birth year of the high school graduaung class of 2000
22500 - »
Latino
20000 —
17500 -
: Afrcan-Amernican
15000 — Y-
12500 — —"

1500 -

000

Women Aged 25 to 29

20000 -

17500 —\ Latino

15000 ~ \ —_ .
12500 3 j//w._-n—ﬂ\; Other*

= " . Afnean-Amerncan
100 00 — P T -
== - - - 7 ™~ White

7500 —
5000 ~
2500 —
000 ; : N B : : : . : : :

T M T2 M T4 15 6 T T M 80 $1 82
* “Other” includes Asian and Native American Califormans

83 84 85 8 87 88 89 90 91 9N

Source 1994 Projection Series, Demopraphic Research Unt, Department of Finance
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DISPLAY 8 Califorma’s Population by Age Group, Estimated July 1993 and Projected July 2005
July 1993

50-59 15-17
18-19
13% 6%
- 4% 20-24

12%

25-22
14%

e

July 2005

a0-49
47%

Source 1994 Projection Senies, Demographic Research Unit, Depantment of Finance

e e

DISPLAY 9 Califorma Public College and University Enroliment by Age Group, 1993

— 5% %

1819

Source  Caldorna Postsecomdary Edwcatron Commwsion Informmhion System. \ ';Ti_ !
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Cognitive
determinants
of demand

Increases in A-F
completion rates

Increases

n mathematics
and science
enrollments

A number of school reform initiatives have been enacted over the past decade, both
nationally and in Califormia, in order to improve college preparedness, enhance edu-
cational access, and provide a meaningful and challenging educational experience
for K-12 students from all backgrounds Many educational observers point to the
1983 publication of A Nation At Risk as the catalyst for many of these current ef-
forts, including the creation of the National Education Goals Panel, which in 1989
proposed six goals to be achueved by 2000 to help build “a nation of learners > In
Calrforrua, school reform has focused on student understanding, student engage-
ment, and student outcomes According to Califorrua’s Intersegmental Coordi-
nating Council (1990), instructional strategies to improve college readiness include
emphasis on critical thinking and conceptual understanding, problem-solving based
on real-life problems, meaning-centered rather than memonzation-oriented learn-
ing opportunities, active learning and activity-based mstruction, contextuahzed
leartung that makes connections to student’s expenences, collaborative learming 1n
groups, and interdisciphnary learning Although these initiatives are considered
to be long-term efforts, intended improvements in student performance and prepa-
ration are beginning to be realized These indicators of college preparation include
(1) the proportion of high school graduates who complete the preparatory require-
ments for the Califormia State University and the University of Califorma (gener-
ally referred to as the “A-F requirements”) and (2) the proportion of high school
students enrolled 1 advanced mathematics and science courses Improvements in
these cogmitive areas are important because they antedate increases in freshman
ebgibility and subsequent growth in postsecondary enrollment demand

Between 1985 and 1993, the proportion of lugh school graduates who completed
a college preparatory curnculum consistent with the University of California’s A-
F subject requirements rose from 26 percent to 33 percent Moreover, all racial-
ethmic groups posted gains of at least 5 percentage pomnts Asian and African-
American students led the way with gains of 12 and 10 percentage points, respec-
tively Admission to the California State University requires completion of 12 of
the 15 A-F college preparatory courses The 1992 Ehigibihty Study of Public High
School Graduates revealed that 42 percent of the 1990 graduates had completed
this level of college preparation This compares favorably to the 1986 Elgibility
Study, which indicated that about 31 percent of the 1986 graduates had completed
12 or more of the A-F requirements

In addition to the overall upswing in A-F enrollments, there have also been dra-
matic increases in the number of students enrofled in math-and-science-based
courses Between 1985 and 1993, the number of students enrolled in these sub-
ject areas rose from an average of 81,490 to 117,716, representing an increase of
45 percent or 36,226 students During the same period, public high school elev-
enth and twelfth grade enrollments increased by about 7 percent, so a substantially
higher proportion of students are now pursing advanced math and science courses

Perhaps even more striking and encouraging is the upswing in these enrollments



Projected

enrollment
demand at the
California
Community

Colleges

across racial-ethnic groups By 1993, the number of Asian, African Amencan,
Latino, and Native American students enrolled in these courses had each increased
by more than 50 percent

The Califorma Community Colleges form the largest postsecondary educational
system 1n the world and currently serve approximately 1 4 milhion students through
both vocational and acadermuc program offerings As shown in Display 10 below
and Display 11 on page 38, the Commission’s Baseline Projection forecasts that
enrollment demand at the community colleges will climb by 24 percent to 1,722,170
in Fall 2005, indicating a need to accommodate an additional 337,770 students
over 1993 The Department of Finance estimates that by 2005, community col-
lege enrollment will reach almost that same amount -- 1,717,800, or only 4,370
less Under the Commussion’s Low Alternative Projection, shown in Displays 10
and 12 -- the latter on page 39 -- demand would chmb by 18 percent to 1,633,986

Staff 1n the Chancellor’s Office of
the Commumty Colleges suspect

DISPLAY 10 Enrollment Demand at the California Commumity  that the recent decline 1n communi-

Colleges, 1994 to 2005, as Forecast by the Commssion ty college enrollment may have been
Under Baseline and Low Alternative Assumptions, Compared caused more by legislative action
to Community College Enrollment as Forecast by the than by Califorma’s recent recession
Demographic Research Unit of the Department of Finance Between 1989 and 1992, the com-
' | . munity colleges added 66,606 stu-
\ .
N ! , |  dents before decliming by 9 percent
' ! CPEC Easims ' :

| 1 Fall 1993 That drop coincided

with the implementation of Senate

Bill 766 (1992), which raised the

commumty college enrollment fee

for students with a baccalaureate de-

gree from $6 per unit to $50 per unt,
| 1ncreased fees for non-baccalaureate
 students from $6 per unit to $10 per
urut, and removed the 10-unrt it
on courses for which students would
be charged Subsequent legislative
action in 1993 raised the enrollment
fee for students without a baccalau-
reate degree from $10 to $13 per
urut

The Chancellor’s Office reports that
_ the Fall 1993 drop in enrollment 1n-
we | 200 o zo4 cluded a 41 percent decline in the

Source Califorrua Postsecondary Education Comnrrussion 1995 Bascline and Low Alematve  enrollment of students with a bac-

Enroliment Demand Projections, and Department of Finance 1994 Enrollment Projection

Series

calaurcate degree and reversed a
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DISPLAY 11 Anticipated California Community College Full-Term Enrollment Demand Between
Fall 1994 and Fall 2005, Using the Commusston’s Baseline Projection, by Racial/

Fall of Year

MNumbers

Percent Change

1994
1695
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005

1993
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005

Ethmce Group
Afncan Amenican  Asian
104,524 189,577
105,158 192,893
105,816 194,536
113,886 205,395
117,809 219,243
120,942 225511
123,142 228,945
124,639 232,693
126,671 236,813
130,145 240,662
134,148 244,689
136,034 247,691
0 60% 174%
0 62% 0385%
762% 558%
3 44% 6 74%
263% 285%
181% 152%
125% 163%
1 58% 177%
274% 162%
307% 167%
140% 122%

Latino

269,336
274,682
277,068
298,031
309,131
316,818
325,352
333,812
343,028
351,980
362,851
372,954

198%
086%
756%
372%
248%
269%
2 60%
276%
2 60%
308%
278%

Natrve American

15,625
15,972
16,213
16,380
16,672
17,019
18,014
19,058
20,026
20,962
21,667
22,144

222%
1 50%
103%
1 78%
208%
584%
579%
507%
467%
336%
220%

White

706,597
714,524
728,061
746,177
767,965
786,538
840,429
847,146
856,506
862,961
871,345
877,110

112%
1 89%
2 48%
291%
241%
6 85%
0 79%
1 10%
075%
097%
0 66%

Note “'Full-tertn enrollment™ means the sum of all students enrolled anytime dunng the term for at least 0 5 unsts
Source Califorma Postsecondary Education Commussion 1995 Baselne Projection of Enrollment Demand
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Nanresident Alien

51,426
52,129
52,868
55,194
57,232
58,673
61,435
62,295
63,322
64,268
65,388
66,237

136%
141%
4 39%
369%
251%
4 70%
139%
1 64%
1 45%
1 74%
129%

Total

1,337,085
1,355,358
1,374,562
1,435,063
1,488,052
1,525,501
1,597,317
1,619,693
1,646,366
1,670,978
1,700,088
1,722,170

136%
141%
4 40%
369%
251%
4 70%
1 40%
1 64%
1 49%
174%
129%



DISPLAY 12 Anticipated California Commumty College Full-Term Enrollment Demand Between
Fall 1994 and Fall 2005, Using the Commussion’s Low Alternative Projection, by

Fall of Year

Numbers

1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005

Percent Change

1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005

Racial/Ethmce Group
Affican American  Asian
104,524 189,577
105,153 192,899
105,811 194,542
109,418 197,580
112,159 201,281
114,710 206,259
116,329 210,313
118,232 214,699
120,623 219,458
123,080 223,997
125,992 228,727
128,602 233,001
060% 175%
063% 0385%
341% 1 56%
251% 137%
227% 247%
141% 197%
164% 2 09%
202% 222%
204% 207%
237% 211%
207% 1 87%

Latino

269,336
274,694
277,081
283,721
290,225
299,177
306,768
316,286
326,525
336,554
348,564
359,976

1 99%
087%
2 40%
229%
308%
2 54%
310%
3124%
307%
357%
327%

Native Amencan

15,625
15,975
16,219
16,380
16,676
17,064
17,377
18,749
19,281
19,781
20,292
20,739

224%
153%
0 99%
181%
233%
183%
7 90%
2 84%
259%
258%
220%

White

706,597
708,004
715,336
730,594
747,715
765,250
775,343
786,738
798,920
809,233
821,369
831,234

020%
1 04%
213%
2 34%
235%
132%
147%
155%
129%
150%
120%

Note “Full-term enroliment™ means the sum of all students enrolled anyume dunng the term for at least 0 5 units

Source Celiforma Postsecondary Education Commussion 1995 Low Alternative Projection of Enrollment Demand.

Nonresident Alien

50,141
50,572
51,051
52,170
53,354
54,564
55,354
56,336
57,376
58,328
59,453
60,434

0 86%
095%
219%
227%
227%
145%
177%
185%
166%
193%
165%

Total

1,335,800
1,347,297
1,360,040
1,389,863
1,421,410
1,457,024
1,481,484
1,511,040
1,542,183
1,570,973
1,604,397
1,633,986

0 86%
094%
219%
226%
250%
167%
1 99%
2 06%
1 86%
212%
1 84%
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DISPLAY 13

trend of steady increases in the number of students enrolling full time The Chan-
cellor’s Office uses a multiple regression model for estimating statewide and dis-
trict enrollment demand. One of the factors it employs mn that equation is the real
cost of student expenses, including fees, books and supplies, transportation, and
child care The coefficient for this factor implies that each dollar’s increase in the
average yearly cost of attendance decreases student demand for the community
colleges by 1,634 students

The Calhfornia Postsecondary Education Commussion is concerned about the ex-
tent to which changes in communmity college enrollments are a function of changes
in statewide fee levels, and m adopting its recommendations this past February for
a long-term fee policy at the community colleges, it stated that “every effort should
be made to ensure that increases in community college student charges are gradu-
al, moderate, and predictable so that students and their families, if applicable, can
prepare for the costs of community college attendance” (1995, p 3) If future
changes are not gradual, moderate, and predictable, the Commussion fears that
communmty college enrollments will follow its Low Alternative Projection rather
than its Baseline Projection

The Commission’s Baseline Projection for the community colleges anticipates a
full recovery of students in age-groups under 30 and a partial recovery of students
with a bachelor’s degree -- a number of whom are in over-30 age groups It also
anticipates that the proportion of recent high school graduates who enroll in a
community college as first-time freshmen will increase from 37 percent to 38 per-
cent Over the next several years, community college enrollment levels may be
particularly affected by the short-term reduction in California’s 20-29 age-group

Presently this age cohort, as shown i Display 13 below, represents about 44 per-
cent of community college enrollment Under 1ts Baseline Projection, the Com-
mission anticipates that this group will constitute a slightly larger proportion of
community college students in 2000 than now, as shown by Display 14 on the
opposite page

Califorma Commumnty College Enrollment by Age Group, Fall 1993

17 and under
3%

50 and over
7%

18-19

Source Cahforma Posisecondary Eduostuss Capsissios Ioflormiation Sysiem.
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DISPLAY 14 Anticipated Age-Group Representation in Califorma Commumity College Enrollment
Demand, Fall 1994 and Fall 2005, Using the Comnussion’s Baseline Projection, by
Racial/Ethme Group and Excluding Nonresident Aliens

Racial/Ethme Group Year 17andUnder  18and 19 201024 251029 3010 49 5010 59
African American Students 1994 25% 24 0% 16 0% 9 0% 50% 25%
2005 235% 28 0% 18 0% 10 0% 55% 4 0%
Asian Students 1994 4 7% 36 7% 28 0% 10 8% 40% 3 0%
2005 4 7% 380% 29 0% 12 0% 50% 4 0%
Latino Students 1994 15% 19 0% 10 0% 4 0% 26% 1 7%
2005 15% 19 0% 10 0% 50% 30% 20%
Native Amencan Students 1994 4 6% 40 0% 26 0% 14 0% 70% 55%
2005 4 6% 43 0% 29 0% 17 0% 9 0% 70%
Whate Students 1994 34% 310% 17 0% 70% 4 0% 4 0%
2005 34% 34 0% 19 6% 10 0% 4 5% 4 5%
Total 1994 28% 27 0% 15 5% 6 4% 37% 34%
2005 28% 28 0% 16 7% 8 3% 4 1% 39%

Source  California Postsecondary Education Commission 1995 Baseline Projection of Enrollment Demand

Projected
enrollment
demand at the
California State
University

The Califorrua State University consists of 22 regional campuses that served 325,640
students in Fall 1993 through program offenings in over 200 academuc disciplines
and fields Its officials are beginning to express optimism regarding the health of
the system after several consecutive years of budget reductions and a loss of nearly
50,000 students since 1989 The Fall 1994 term marked the first time since 1989
in which the number of entering freshmen was larger than the previous freshman
class The Commussion’s Baseline Projection for enrollment demand at the State
University anticipates that demand will increase by 26 2 percent to 410,996 stu-
dents by Fall 2005, indicating a need to accommodate an additional 85,356 stu-
dents since Fall 1993 The Basehne Projection foresees undergraduate enrollment
continuing to dechine marginally through this year and then grow to 335,396 by
Fall 2005, for a net increase of 27 7 percent or 72,903 additional undergraduates

Under the Comnussion’s Low Alternative Projection, total student demand would
increase by only 18 0 percent

The enrollment projections for the State Umversity developed in 1994 by the De-
mographic Research Unit of the Department of Finance show a trend of under-
graduate attendance comparable to that of the Commussion’s Baseline Projection
after the year 2000, with enrollment growing by about 3 percent annually thereaf-
ter to 334,300 in 2005 but dipping to 245,300 this year The similanty 1n these
several projections appears graphically in Display 15 on the next page, and the
year-by-year numbers in the Commussion’s two projections, broken down by ra-
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DISPLAY 15 Enroliment Demand at the California State

cial/ethmic group, appear in Displays
16 and 17 on the opposite page and

University, 1994 to 2005, as Forecast by the Comntission page 44
Under Baseline and Low Alternative Assumptions,

Compared to State Untversity Enrollment as Forecast by the
Demographic Research Unit of the Department of Finance

375000 -
:

280 000

The short-term decline in undergradu-
ate demand at the State University,

- forecast by the Demographic Research
_— Unit model and the Commussion’s
“  Low Alternative projection, 18 4ssoci-
ated with several recent developments

First, freshman enrollment of regularly

CPEC Baseline admussible pubhc-lugh school gradu-
"ates at the State Unuversity fell from
DoF 10 3 percent in 1989 to 7 3 percent 1n

1993 As a result, by that fall about
9,000 fewer first-time freshmen were
enrolled in the State University than
in 1989 This decline n numbers was
particularly pronounced for Asian stu-
dents -- Califorma’s racial/ethnic
group with the historically highest col-
lege-going rate The participation rate
of Asian regularly admissible high
school graduates to the State Umver-
sity fell from 19 4 percent in 1989 to
12 5 percent by 1993  Although fresh-
man participation rates are forecast to
gradually return to pre-recession av-
erages, in the short-run, there are hkely

1988 2000 2002 2004
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Senes

of entering freshmen to the State Umi-
versity than 1n years prior to 1989 In

- —w— = fact, the total number of first-time
freshmen at the State Umversnty is not expected to match the 1989 class total until
Fall 2000

The number of community college transfers to the State University has been rela-
tively stable over the past three years However, a disproportionate 16-percent drop
in White commuruty college transfers between 1990 and 1993 was offset by above-
average increases i Latino and Asian transfers Since the short-term reduction
in the State’s 20-29 population 1s expected to affect all racial/ethme groups, there
may be comparatively fewer students age 20 to 29 enrolled in the community col-
leges, and conversely, fewer students of this age-category who subsequently trans-
fer to the State Umversity Equally significant, the overall loss of 40,000 White
students from the State University may not be fully recovered until several years
beyond the turn of the century This is because the number of White public high
school graduates is forecast to decline over the next 10 years, and the recovery



DISPLAY 16 Anticipated Califormia State Umversity Enroliment Demand Between Fall 1993 and
Fall 2005, Using the Commussion’s Baseline Projection, by Racial/Ethnic Group

Fall
of Year

Numbers

1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005

Afncan
Amencan

16,142
16,232
16,322
16,412
16,472
16,532
16,592
16,652
16,772
17,369
18,007
18,618
19,171

Percent Change

1994
1995
1996
1997
1998
1999
2000
20061
2002
2003
2004
2005

Total Changel8 76%

055%
055%
055%
0 36%
036%
036%
036%
072%
355%
367%
339%
297%

Asian

47,767
50,415
53,063
55,711
58,359
61,007
63,655
66,304
69,883
73,629
77,346
80,701
84113

554%
525%
4 99%
475%
4 53%
4 34%
4 16%
539%
5 36%
5 04%
4 33%
422%

76 09%

Undergraduate Students'

Lamo  Amean Ot
41,856 2,602 130,830
44555 2,610 124,385
47254 2,618 118,891
49953 2,624 116,001
52,652 2,632 115423
55,351 2,640 114,845
58,050 2,648 113,563
60,747 2,660 115,281
62,372 2746 117,600
64,021 2,828 120,022
65,769 2973 125,043
67,835 3236 129,088
69,874 3272 132,524
644% 030% -492%
605% 030% -441%
571% 022% -243%
540% 030% -049%
512% 030% -050%
487% 030% -111%
464% 045%  151%
267% 323%  201%
264% 298%  205%
273% 512%  418%
314% 884%  323%
300% 111%  266%

6693% 2574%  129%

OQut-of-Sinte
and Nonresident
Alien

23,296
23,311
23,326
23,341
23,356
23,371
23,386
23,400
23,914
24,448
25,318
25,743
26,442

0 06%
0 06%
0 06%
0 06%
0 06%
0 06%
005%
2 19%
223%
355%
167%
271%
13 50%

Total
Undergraduates

262,493
261,508
261,474
264,042
268,894
273,746
277,894
285,044
293,287
302,317
314,456
325,221
335,396

-037%
-0 01%
098%
183%
130%
151%
257%
2 89%
307%
401%
342%
312%
2771%

Graduale
Students?

63,147
61,700
62,100
63,500
65,000
66,400
67,800
69,200
70,700
72,400
74,100
74,800
75,600

-2 29%
0 64%
225%
236%
215%
210%
2 06%
2 16%
2 40%
234%
094%
1 06%

19 72%

! Baseline Undergraduats Enrollment Demand Projections developed by the California Postsecondary Education Commmussion.

2 Graduste Enrollment Projections devefoped by the Demographic Research Unit, Department of Finance

Source Califorrua Postsecondary Education Commussion and Department of Fmance

All Students

325,640
323,208
323,574
327,542
333,894
340,146
345,694
354,244
363,987
374,717
388,556
400,021
410,996

-0 74%
011%
122%
1 93%
1 87%
163%
247%
275%
294%
36%%
295%
274%
26 21%



DISPLAY 17 Anticipated Califorma State University Enrollment Demand Between Fall 1993 and
Fall 2005, Using the Commission’s Low Alternative Projection, by Racral/Ethmc Group

Undergraduate Students
Out-of-State
Fall Afncan Netive Whte/ and Nonresidem Tolal Graduate
of Year Amerncan Asian Latno Amencan Other Alien Undergraduates Students Al] Students

Numbers

1993 16,142 47,767 41,856 2,602 130,830 23,296 262493 63,147 325,640
1994 15,984 50,231 43,857 2610 124385 22,912 259979 61,700 321,679
1995 15826 52,695 45858 2618 118,391 22,628 258,516 62,100 320,616
1996 15,668 55,159 47859 2,624 116,001 22,344 259,655 63,500 323,155
1697 15510 57,623 49,860 2,632 113,987 22,060 261,672 65,000 326,672
1998 15,352 60,087 51,861 2,640 111,973 21,776 263,689 66,400 330,089
1999 15,194 62,551 53,862 2,648 109,959 21,492 265,706 67,800 333,506
2000 15,033 65,017 55,922 2,660 107,943 21,285 267,860 69,200 337,060
2001 15,558 67,724 58,231 2,746 108,951 21,892 275,102 70,700 345,802
2002 16,079 70,541 60,672 2,828 110,241 22,511 282,872 72,400 355,272
2003 16,680 73,302 63,235 2,973 112,125 23,159 291,474 74,100 365,574
2004 17,283 75,743 66,093 3,236 114,082 23,807 300,254 74,800 375,054
2005 17,880 78,208 68,953 3,272 115,498 24,456 308,267 75,600 383,867
Percent Change
1994 -097% 515% 478% 030% 492% -164% -095% -229% -121%
1995 -098% 490% 436% 030% -441% -123% -0 56% 064% -0 33%
1996  -099% 467% 436% 022% -243% -125% 044% 225% 0 79%
1997 -1 00% 446% 418% 030% -173% -127% 077% 236% 1 08%
1998 -101% 427% 401% 030% -176% -128% 071% 215% 1 04%
1999 -102% 410% 385% 030% -179% -130% 0 76% 2 10% 1 03%
2000 -105% 394% 382% 045% -183% -096% 081% 2 06% 1 06%
2001 349% 416% 412% 323% 093% 285% 270% 216% 259%
2002 334% 415% 419% 293% 1 18% 282% 282% 240% 273%
2003 373% 391% 422% 512% 1 70% 287% 304% 234% 2 89%
2004 367% 333% 451% 884% 1 74% 279% 301% 094% 259%
2005 339% 325% 432% 111% 124% 272% 2 66% 1 06% 234%

Towal Change 10 76% 63 72% 64 73% 2574% -1171% 497% 1743% 1972% 17 88%

I Basehne Undergraduate Enroliment Demand Projections developed by the Califoria Postsecondary Education Commussion
2 Graduate Enrollment Projections developed by the Demographic Research Urut, Department of Finarice

Source  Califorma Postsecondary Education Commussion and Departrment of Finance
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from a loss of 258,000 White persons in the 20-29 age-group is not projected to
begin until 1999

New freshmen  The Commussion’s 1990 Ehgibility Study indicated that about 35 percent of the

1990 public high school graduates were eligible to attend the State University As

shown in Display 18, the 1990 estimates reflect substantial gains 1n ehgibility since

1983, ranging from 4 Q to 11 5 percentage pomts This 1s particularly noteworthy

because the State University has been phasing in tougher

adnmssion standards since 1985 It 1s admuttedly prob-

DISPLAY 18  Percent of Public High lematic to estimate accurately the future annual growth in

School Graduates Eligibile to Attend eligibility based on empirical data that are collected only

the Califorma State Umversity in 1983, every five years or so Nonetheless, if eligibility rates in-

1986, and 1990, by Racial/Ethnic Group crease over the next five years at rates similar to the an-

nuahzed rates calculated between 1986 and 1990, then by

1983 1986 1990 year 2000, about 43 percent of Califorma’s graduating

Overall 296% 275% 346% public high school seniors will be eligible to attend the

African Amerncan 91 108 186 State University -- 10 percentage points above its current
Asian 490 500 615 Master Plan ceiling of 33 3 percent

Latino 153 133 173 The Commussion’s Baseline Projection of first-time fresh-

White 335 316 382 men presented tn Display 19 on the next page indicates

Source CPEC 1992 Eligibilty study

New
undergraduate
transfer students

that demand at the State University will increase by 64
percent Under the Low Alternative, shown in Display 20
on page 47, The Commussion anticipates that freshman de-
mand would increase by 45 percent These projections are
not based, necessarily, on any specific rate of increase in ehigibility Instead, most
of the growth 1n new freshmen to the State University is expected to result from
the annual increases in the size of the lhigh school graduating class, and from the
return of participation rates to pre-recession averages Display 21 on page 48 pro-
vides the specific assumptions and participation rates used to forecast the dernand
of regularly admissible students Both sets of projections hold rates for “special
action” admissions constant at the observed 1993 levels

Community college transfers account for about 87 percent of the new undergrad-
uate transfers to the State University The remaining 13 percent include students
from other Califormia colleges and universities (4 percent), students from out of
state (7 percent), and nonresident aliens (2 percent) Although the number of
community college transfers to the State University has been relatively stable over
the past three years, 1t is likely that the next five years may include periods of small
declines One important consideration is the 143,000 decline in community col-
lege enrollment that occurred between 1992 and 1994 Since a three-year lag
exists between the time of init1al enrollment in communzty colleges and subsequent
transfer to a State University campus, the decline i1n community college enrollment
may not effect the number of transfers to the State University until several years
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DISPLAY 19 Anticipated Enrollment Demand of New Students to the Califorma State Unmiversity as
First-Time Freshmen Between 1994-95 and 2005-06, Using the Commission’s Baseline

Projection, by Racial/Ethnic and Other Group

Yeur Amincan  Asn  Lamo  Ammen  Obe

Regular Admits
1994-95 1,123 5,275 3,846 279 11,160
1995-96 1,275 5,427 4,347 288 11,525
1996-97 1,406 5,733 4,855 286 11,664
1997-98 1,577 6,289 5,477 283 12,032
1998-99 1,710 7,051 6,385 315 12,614
1999-00 1,836 7,779 7,211 313 13,047
2000-01 1,854 8,491 7,527 K1) 13,161
2001-02 1,859 9,104 7,724 336 13,443
2002-03 1,900 9,663 8,002 337 13,583
2003-04 1,973 10,268 8,311 356 13,895
2004-05 2,022 10,575 8,630 371 13,956
2005-06 2,078 11,280 8,982 384 13,820

Special Action Admuts
1994-95 901 532 1,769 45 479
1995-96 938 523 1,795 46 483
1996-97 954 529 1,820 46 476
1997-98 994 556 1,879 45 430
1998-99 1,006 598 2,019 50 491
1999-00 1,012 635 2,114 50 496
2000-01 1,022 668 2,207 50 489
2001-02 1,025 690 2,265 33 489
2002-03 1,048 708 2,347 53 483
2003-04 1,088 727 2,437 56 484
2004-05 1,115 725 2,531 59 476
2005-06 1,146 749 2,634 61 462

Source California Postsecondary Education Commmssion 1995 Baseline Errollment Demand Projection.

46

Out-of-State

1,258
1,326
1,389
1,488
1,628
1,751
1,818
1,883
1,942
2,019
2,062
2,120

SO0 O O o O o0 o o o o ©o

Foreign
Stdents

833
878
919
985
1,078
1,159
1,204
1,247
1,286
1,336
1,365
1,403

o o o O 0 o o o O o o 9o

Total

23,773
25,066
26,252
28,131
30,781
33,096
34,372
35,596
36,713
38,158
38,981
40,067

3,726
3,785
3,825
3,954
4,164
4,307
4,436
4,522
4,639
4,792
4,906
5,052



DISPLAY 20 Anucipated Enrollment Demand of New Students to the Califorma State University
as First-Time Freshmen Between 1994-95 and 2005-06, Using the Commussion’s Low
Alternative Projection, by Racial/Ethmic and Other Group

Year

Regular Admuts
1994-95

1995-96
1996-97
1997-98
1998-99
1999-00
2000-01
2001-02
2002-03
2003-04
2004-05
2005-06

Amenean
1,123
1,192
1,237
1,314
1,355
1,388
1,427
1,457
1,515
1,601
1,668
1,746

Special Action Admils

1994-95
1995-96
1996-97
1997-98
1998-99
1999-00
2000-01
2001-02
2002-03
2003-04
2004-05
2005-06

Source Calfornua Postsecondary Education Commussion 1995 Baseline Enrollment Demand Prejection

901
938
954
994

1,006

1,012

1,022

1,025

1,048

1,088

1,115

1,146

Asian

5,275
5,294
5,465
5,866
6,444
6,973
7,475
7,878
8,227
8,608
8,735
9,202

532
523
529
556
598
635
668
690
708
727
725
749

Latino

3,846
4,035
4,225
4,500
4,985
5,378
5,777
6,095
6,489
6,919
7,372
7,867

1,769
1,795
1,820
1,879
2,019
2,114
2,207
2,265
2,347
2,437
2,531
2,634

s,
279
288
286
283
315
313
317
336
337
356
371
384

45
46
46
45
50
50
50
53
53
56
59
61

e
11,160
11,377
11,372
11,592
12,014
12,288
12,263
12,396
12,400
12,563
12,501
12,282

479
483
476
430
491
496
489
489
483
434
476
462

Out-of-State

1,258
1,287
1,310
1,366
1,457
1,528
1,581
1,633
1,680
1,743
1,778
1,826

o0 O Q0 o o 2 Qo O o o o

Foreign
Students

833
852
867
905
964
1,011
1,047
1,081
1,112
1,154
1,177
1,209

oo o o O 9o o o o o o 9«

Total

23,773
24,325
24,762
25,826
27,534
28,879
29,887
30,877
31,761
32,944
33,601
34,516

3,726
3,785
3,825
3,954
4,164
4,307
4,436
4,522
4,639
4,792
4,906
5,052

47



DISPLAY 21 Summary of Forecast Assumptions Regarding Regularly Admutted First-Time Freshmen
1o the Califorma State University, by Racial/Ethmic Group

Population

African Amenican Students

Asian, Filipino and
Pacific Islander Students

Lanino Students

Natrve American

White Students

Demographsc Assumptions

The pubhic high school participation rate of regularly admssible African-Amernican
students to the State University 1s forecast to increase from 4 5 percentn 1993 t0 6 5
percent 1n year 2005

Approximately 15 percent of entening African-Amencan freshmen are forecast to
have graduated from private high schools

The five-year persistence rate of 40 percent 1s projected to increase to 42 percent by
year 2000, and 1t will approximate the 12-year eventual graduation rate

The Asian public high school participation rate 1s expected to return from 12 5 per-
cent to 1ts historical average of 19 percent The increase represents an average an-
nual growth rate of 0 5 percentage points

Approximately 10 percent of entening Asian freshmen are forecast to have graduated
from private lugh schools

The five-year persistence rate of 60 percent 1s forecast to mcrease to 64 percent by
year 2000, and 1t will approximate the 12-year eventual graduation rate

The Latino public high school participation rate 1s forecast to increase from 4 0 per-
cent to 6 0 by year 2005

Approximately 20 percent of entering Latino freshmen are forecast to have gradu-
ated from private high schools

The five-year persistence rate of 50 6 1s projected to mcrease to 59 percent by year
2000, and 1t will approximate the 12-year eventual graduation rate

The pubhic ligh school participation rate of 9 0 percent 1s forecast to remamn con-
stant throughout the projection period

Approximately 15 percent of entering Native American freshmen are forecast to have
graduated from private high schools

The five-year persistence rate of 44 0 percent 15 forecast to increase to 46 0 percent
by year 2000, and 1t will approxumate the 12-year graduation rate

The public high school participation rate for White students to the Statue Umiversity
15 forecast to return to 9 0 percent by year 2005 This represents an average annual
growth of 0 25 percentage points

Approximately 15 percent of entering White entering freshmen are forecast to have
graduated from private high schools

The five-year persistence rate of 59 0 percent 1s forecast to remain unchanged, and 1t
wll approximate the 12-year eventual graduation rate

Source Cahforma Postsecondary Education Comrmussion 1995 Baseline Enrollment Demand Projections
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DISPLAY 22

Fall
1994

1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005

from now Additionally, the projected short-term reduction in the size of Califor-
nia’s 20-29 college age-group may affect future community college enrollments
and subsequent transfers to the State University As shown in Display 22 below,
entening transfer students account for approximately 13 percent of undergraduate
demand

Based on its Baselme Projection shown 1n Display 23 on page 50, the Commus-
sion anticipates that undergraduate transfer demand to the State University may
increase by 24 4 percent to 59,224 transfers in 2005, compared with 1993 Un-
der the Low Alternative Projection, presented in Display 24 on page 51, transfer
demand is forecast to grow by approximately 9 percent by Fall 2005 Both pro-
jection models hold the three groups of out-of-state transfers, transfers from other
California universities, and nonresident aliens constant at 13 percent of the total
number of entening transfers In general, these projections return age-specific com-
mumty college transfer rates to pre-recession averages These rates are presented
in Display 25 on page 52

Undergraduate Enroliment in the California State University by Enroflment Category

Between 1994 and 2005, Using the Commussion's Baseline Projection
First-TimeFreshmen Transfer Sudents Continuing Students
Number  Percent Number  Percent Number  Percent Number
26,674 10% 33,808 13% 201,025 7% 261,508
27985 11% 37,764  14% 195,725  75% 261.474
29,175 11% 33,365 13% 201,502  76% 264,042
31,123 12% 33,33 12% 204,437 76% 268,894
33,897 12% 33,764 12% 206,085 75% 273,746
36,281 13% 34,110 12% 207,503 75% 277,894
37,644 13% 35630 12% 211,770 74% 285,044
38914 13% 37,052 13% 217,321 74% 293,287
40,111  13% 38,040 13% 224,165 74% 302,317
41,662 13% 39,710 13% 233,084 74% 314,456
42571  13% 40,968 13% 241,682 4% 325,221
43,765 13% 42,049 13% 249,582 4% 335,396

Note This display includes first-time freshmen and transfer students entenng in the fall term only
Source California Postsecondary Education commezaion 1995 Baseline Enrollment Demand Projection
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DISPLAY 23

Y ear
Number

1994-95
1995-96
1996-97
1997-98
1998-99
1999-00
2000-01
2001-02
2002-03
2003-04
2004-05
2005-06
Percent
1994-95
1995-96
1996-97
1997-98
1998-99
1999-00
2000-01
2001-02
2002-03
2003-04
2004-05
2005-06

Source  Calforma Postsecondary Education Commssion 1995 Baselme Enrollment Demand Projection

50

Anucipated Enrollment Demand of First-Time Transfer Students to the Califorma

State Umversity Between 1994-95 and 2005-06, Using the Commussion’s Baseline

Projection, by Racial/Ethmic and Other Group

Affican
Amencan

2,166
3,004
2,669
2,649
2,685
2,718
2,946
3,160
3,221
3,352
3,443
3,547

4 64%
643%
571%
567%
575%
582%
631%
6 77%
6 90%
718%
737%
760%

Asian

8,143
9,864
9,232
9,318
9,440
9,399
9,706

10,040

10,217

10,375

10,602

10,806

17 44%
18 92%
20 04%
20 25%
20 25%
19 96%
19 73%
19 63%
19 45%
18 92%
18 74%
18 61%

Latino

7,786
9,386
8,940
8,858
8,931
8,860
9,310
9,544
9,706
9,959

10,270

10,537

16 68%
18 00%
19 41%
19 25%
19 16%
18 81%
18 93%
18 66%
18 48%
13 16%
13 16%
18 15%

Natrve

American

495
525
460
465
482
493
505
518
533
570
612
653

1 06%
1 00%
099%
101%
103%
104%
1 02%
101%
101%
1 03%
1 08%
1 12%

White

22,837
23,495
19,583
19,556
19,835
20,327
21,192
22,140
22,936
24,403
25,273
25,082

43 93%
45 07%
42 52%
42 50%
42 56%
43 17%
43 09%
43 29%
43 68%
44 52%
44 69%
44 76%

Other Calfarma
Institution

1,905
2,128
1,880
1,878
1,902
1,922
2,007
2,087
2,143
2,237
2,308
2,369

4 08%
4 08%
4 08%
4 08%
4 08%
4 08%
4 08%
4 08%
4 08%
4 08%
4 08%
4 08%

OQut-of-State

3,333
3,723
3,290
3,286
3,329
3,363
3,513
3,653
3,750
3915
4,039
4,146

7 14%
714%
7 14%
7 14%
7 14%
7 14%
7 14%
7 14%
7 14%
7 14%
7 14%
7 14%

Foreign
Students

952
1,064
940
939
951
961
1,004
1,044
1,072
1,119
1,154
1,184

2 04%
2 04%
204%
204%
204%
2 04%
204%
204%
2 04%
2 04%
204%
2 04%

Total

47,617
53,189
46,993
46,949
47,555
48,043
50,183
52,186
53,578
55,930
57,701
59,224

N/A

11 70%
<11 64%
-0 09%
1 29%
1 02%
4 45%
399%
2 66%
4 38%
316%
263%



DISPLAY 24 Anunicipated Enrollment Demand of First-Time Transfer Students fo the Califorma

Year
Number

1994-95
1995-96
1996-97
1997-98
1998-99
1999-00
2000-01
2001-02
2002-03
2003-04
2004-05
2005-06
Percent
1994-95
1995-96
1996-97
1997-98
1998-99
1999-00
2000-01
2001-02
2002-03
2003-04
2004-05
2005-06

State University Between 1994-95 and 2005-06, Using the Comnussion’s Low
Alternative Projection, by Racial/Ethmc and Other Group

African
Amencan

2,168
2,951
2,574
2,509
2,496
2,480
2,635
2,726
2,304
2,882
2,922
2,954

4 64%
6 32%
551%
537%
535%
531%
564%
5 84%
601%
6 17%
6 26%
6 33%

Asian

8,147
9,846
9,192
9,256
9,355
9,290
9,569
9,866

10,003

10,129

10,327

10,512

17 46%
19 09%
20 46%
20 86%
21 09%
21 06%
21 05%
21 14%
21 10%
20 73%
2073%
20 75%

Lalino

7,786
9,305
8,790
8,630
8,618
8,476
8,849
9,025
9,097
9,262
9,501
9,727

16 69%
13 04%
19 57%
19 45%
19 43%
19 22%
19 47%
19 34%
19 19%
18 95%
19 07%
19 20%

Native

American

496
514
440
436
443
444
446
4438
452
474
500
525

1 06%
0 99%%
097%
098%
0 99%
1 00%
0 98%
0 96%
095%
097%
1 00%
103%

Whate

22,307
23,159
13,872
18,547
18,450
18,457
18,847
19,360
19,724
20,621
20,969
21,238

48 90%
44 91%
42 02%
41 81%
41 61%
41 85%
41 47%
41 48%
41 61%
42 21%
42 09%
41 93%

Other Califormia
Instrtution

1,904
2,105
1,833
1,810
1,810
1,800
1,855
1,905
1,935
1,994
2,033
2,067

4 08%
4 08%
4 08%
4 08%
4 08%
4 08%
4 08%
4 08%
4 08%
4 08%
4 08%
4 08%

Source Califormsa Postsecondary Education Commussion 1995 Baseline Enrollment Demand Projection

Qut-of-State

3,331
3,683
3,208
3,168
3,167
3,150
3,246
3,333
3,386
3,489
3,558
3,617

7 14%
7 14%
7 14%
7 14%
7 14%
714%
714%
7 14%
7 14%
714%
7 14%
7 14%

Foreign
Students

952
1,052
917
905
905
900
927
952
967
997
1,017
1,033

204%
2 04%
204%
204%
204%
204%
204%
204%
2 04%
2 04%
2 04%
2 04%

Total

47,591
52,615
45,825
45,262
45244
44,997
46,375
47,615
48,368
49,848
50,826
51,674

N/A

10 55%
-12 90%
-122%
-0 04%
-0 54%
3 06%
267%
158%
306%
1 96%
1 66%
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DISPLAY 25 Commumity College Transfers to the Califorma
State Umversity in Terms of Rate Per 1,000 Students, by Age
and Racial-Ethnic Group, 1993 and Projected 2005

Racial/Ethnic Group Year 181019
African Amencan 1993 3
Students 2005 4
Asian Students 1993 4
2005 8
Latino Students 1993 2
2005 3
Native American 1993 2
Students 2005 8
White Students 1993 3
2005 6

201024

33
35

68
68

46
48

40
48

48
56

251029

20
21

38
38

25
26

21
25

19
23

30049

13
18

14
14

13
15

15
17

11
14

50 & Over

DISPLAY 26 Projected Continuation and Graduation Rates, New

First-Time Students to the Califorma State Umversity, by Racial/Ethnic

Group and Cateogry of Admission

Racial/Ethnic Group
African

Amenican
Students

Asian
Students

American
Indian
Students

Latino
Students

White
Students

Source Califormia Postsecondary Education Commmssion

WM O-d b &R P

Forecast
Category Five- Forecast  Twelve- Twelve-
of Year Five-Year Year Year
Admission Continuation Graduation Graduation Graduation
Freshman Regular Admit 26 14 40 42
Freshman Special Admit
Transfer Student 11 30 4] 43
Freshman Regular Admit 33 29 62 66
Freshman Special Admat
Transfer Student 10 54 64 66
Freshman Regular Admit 27 17 44 46
Freshman Special Admit
Transfer Student 08 48 56 58
Freshman Regular Admit 33 18 51 59
Freshman Special Admts
Transfer Student 12 44 56 58
Freshman Regular Admit 25 29 54 59
Freshman Special Admt
Transfer Student 08 55 63 65

Approximately 74 percent
of undergraduate demand
for the State University is
generated by the continu-
ation and persistence-to-
graduation of enrolled stu-
dents To enhance these
rates, the total State Uni-
versity system has devel-
oped a number of initia-
tives through more effi-
cient educational support
services, greater faculty-
student interaction, and
more interactive student
advising In addition, nu-
merous programs have
been developed both at the
campus and systemwide
level to help students earn
their degrees n the time
frame that best suits their
needs These programs in-
clude Dominguez Hills’
“Four-Year Pledge,” the
CSU Passport, Improved
Course Registration, Edu-
cational Mentoring Teams,
and Project DELTA

The Chancellor’s Office
report, Those Who Stay
(1990), documented 1m-
provements in graduation
rates across all racial-eth-
nic groups for both trans-
fer students and first-time
freshmen Display 26 at
the left lists the continua-
tion and graduation rates
that the Commission has
used to estimate re-enroll-
ment demand at the
State Unrversity



Projected
enrollment
demand at the
University

of California

The University of Califormia, with eight general campuses and one health science
campus, currently serves 162,304 students chosen from the top one-eighth of high
school graduates, through program offerings 1n nearly 300 academic disciplines
and fields The California Master Plan accords the University exclusive public
responsibility for doctoral education {excluding joint programs) and for instruc-
tion in law, medicine, dentistry, and veterinary medicine The Commission be-
heves that the University’s total enrollment demand will increase by 19 7 percent
to 195,167 by Fall 2005, indicating a need for the Umiversity to accommodate
32,064 more students Display 27 below shows that the Commussion’s Baseline
Projection for undergraduates closely matches the undergraduate enroliment pro-
Jection prepared by the Demographic Research Unit of the Department of Finance
The Umit’s estimate calculates enrollment as dipping shightly this year, reviving the
next year, and then growing by about 2 8 percent annually to 153,100 by 2005 -- a

difference of only 170 students from

the Commussion’s Baseline Projec-

DISPLAY 27 Undergraduate Enrollment Demand at the tion

Unrversity of Califorma, 1994 to 2005, as Forecast by the
Commuission under Baseline and Low Alternative Assumptions,
Compared to Undrgraduate Enrollment as Forecast by the
Demographic Research Unit of the Department of Finance

160,000 ~ |

150080 -

140.000 -

114,000 -

Under the Commussion’s Low Al-
temnative Projection, shown in Dis-
play 29 on page 55, the University’s
total enrollment demand would rise
13 6 percent At the undergradu-
ate level, 1t would remain virtuaily
static for the next five years, and
then grow by about 2 5 percent each
autumn to 143,098 by Fall 2005
Even this low projection would rep-
resent an increase of 17 percent, or
about 21,000 additional under-
graduates, since Fall 1993

CPEC Basclme

Although the undergraduate base-
line forecasts prepared by the Com-
mussion and the Department of Fi-
nance are remarkably simlar, 1t
should be noted that the process of
estimating undergraduate demand
for the Umiversity 1s extremely com-

YNNIV NS SONG P plicated One major reason is that,
unhke analyses of historical enroll-
o IM/\/'/\«—\/V\/\/\_-'\/*\/\_»—-M ment levels at the commumty col-

16884 1566

Sop;roe* Caftforma Postsecondary Education Commussion 1995 Baseline and Levw Ahermtrve
Undergraduale Enrollment Demand Projections, and Department of Fmance 1994

e o o Bap leges and the State University, those

at the University do not always pro-

Enroliment Projection Series vide a reasonable approximation of
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DISPLAY 28  Anucipated Total Enrollment Demand at the Umiversity of Califormia Between 1994-95
and 2005-06, Using the Comnussion's Baseline Projection, by Racial/Ethnic and Other

Group
Undereraduate Students!
Out-of-State
Fall Afncan Native White/  and Nonresident Total Graduate
of Year American Astan Latmno Amenican Onher Alien Undergraduales  Students® All Students
Number
1993 5,110 36,6060 16,425 1,161 53,746 9,170 122,272 40,831 163,103

1994 5,202 37422 17,052 1,171 53,762 9,264 123,873 40,896 164,769
1995 5,226 38,184 17679 1,179 53,778 9,358 125404 40454 165,858
1996 5,250 33,946 18,306 1,188 53,794 9,452 126,936 40,307 167,243
1997 5,274 39,708 18,933 1,197 53,810 9,546 128,468 40,307 168,775
1998 5,298 40,470 19,560 1,209 53,827 9,640 130,004 40,307 170,311

1999 5,325 41,235 20,190 1,221 53,844 9736 131,551 40,307 171,858
2000 5,482 43,175 21,186 1,228 53861 10,136 135,068 40,307 175375
2001 5,651 45295 22,251 1,235 53,878 10,580 138,890 40,456 179,346
2002 5,843 47223 23,402 1,246 53,890 10,974 142,578 40,897 183,475

2003 6,079 48,938 24,593 1,317 33,895 11,323 146,145 41,339 187,434
2004 6,340 50,152 25,835 1,388 54461 11,595 149,771 41,785 191,556
2005 6,620 51,304 27,170 1,456 54,554 11,826 152,930 42,237 195,167
Percent Change
1994 180% 207%  381% 0 86% 002% 102% 130% 016% 102%
1995  046% 203% 367% 068% 002% 101% 123% -108%  066%
1996  045% 199%  354% 0 76% 002% 100% 122% 036% 083%
1997 045% 195%  342% 075% 002% 099% 120% 000% 091%
1998 045% 191%  331% 1 00% 003% 098% 119% 000% 091%
1999  050% 189% 322% 099% 003% 099% 118% 000% 090%
2000 294% 470% 493% 057% 003% 410% 267% 000% 204%
2001  308% 491%  502% 057% 003% 438% 282% 037% 226%
2002 339% 425% 517% 08%% 002% 372% 265% 108%  230%
2003 403% 363% 508% 569% 001% 318% 2 50% 108% 218%
2004 429% 248%  505% 539% 105% 240% 2 48% 107%  217%
2005 441% 229%  516% 4 89% 017% 199% 210% 108% 1 88%
Total Change29 54% 3994% 6541%  2540% 150% 2896% 2507% 344% 1965%

1 Undergraduate enrollment demand developed by the Califorma Postsecondary Education Commussion.

2 Graduate enrollment projections develcped using anmual change rale projected by Department of Franance
Note Graduate demand includes post-baccalureate studenis and studenis pursuing health professions

Source Caliorma Postsecondary Education Commussion 1995 Baseline Enrollment Demand Projections
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DISPLAY 29

and Other Group
Undereraduate Students
Fall African Native
of Year Amencan Asian Latino American
Number
1993 5,110 36,660 16,425 1,161
1994 5,135 37,323 16,951 1,171
1995 5,160 37986 17,477 1,179
1996 5,185 38,649 18,003 1,188
1997 5210 39,312 18,529 1,197
1998 5,235 39975 19,055 1,209
1999 5,260 40,638 19,581 1,221
2000 5,285 42364 20,368 1,228
2001 5,312 44,247 21,214 1,235
2002 5,449 45989 22,127 1,246
2003 5,627 47,584 23,062 1,317
2004 5,824 48,751 24,029 1,388
2005 6,036 49,914 25,056 1,456
Percent Change
1994 0 49% 1 81% 3 20% 0 86%
1995 0 49% 178% 310% 0 68%
1996 048% 175% 301% 0 76%
1997 048% 172% 292% 076%
1998 0 43% 1 69% 2 84% 1 00%
1999 0 48% 1 66% 276% 0 99%
2000 048% 425% 402% 057%
2001 051% 4 44% 4 15% 057%
2002 2 58% 3 94% 4 30% 0 89%
2003 327% 347% 4 23% 570%
2004 3 50% 245% 4 19% 539%%
2005 364% 239% 427% 490%
Total Changel8 12% 36 15% 5255% 2541%

Whate/
Other

53,746
52,456
51,168
49,879
48,588
47,298
49,504
49,531
49,797
50,081
50,318
50,415
49,839

-2 40%
-2 46%
-2 52%
-2 59%
-2 65%
4 66%
005%
0 54%
057%
047%
019%
-1 14%
-127%

Qut-of-State
and Nonresident
Alien

9,170
9,260
9,350
9,440
9,532
9,620
9,699
9,838
10,101
10,344
10,558
10,717
10,787

0 98%
097%
096%
097%
092%
0382%
143%
267%
241%
207%
151%
065%
17 63%

1 Undergraduate enrollment demand developed by California Postsecondary Education Commussion
2 Graduate enrollment projections developed using annual change rate projected by Department of Fiannce
Note Graduate demand includes post-baccalureate students and students pursuing health professions
Source Califorma Postsecondary Education Comimission 1995 Low Alternative Enrollment Demand Projections

Total

Graduate

Undergraduales Students?

122,272
122,296
122,320
122,344
122,368
122,392
125,903
128,614
131,906
135,236
138,466
141,124
143,088

0 02%
002%
002%
002%
002%
287%
215%
2 56%
252%
23%%
192%
139%
17 02%

40,831
40,896
40,454
40,307
40,307
40,307
40,307
40,307
40,456
40,897
41,339
41,785
42,237

0 16%
-1 08%
-0 36%
0 00%
0 00%
0 00%
0 00%
037%
1 09%
1 08%
108%
1 08%
3 44%

Annicipated University of Califorma Enroliment Demand Between Fall 1993 and Fall
2005, Using the Commssion's Low Alternative Projection, by Racial/Ethmc

Al] Stedents

163,103
163,192
162,774
162,651
162,675
162,699
166,210
168,921
172,362
176,133
179,305
182,909
185,325

0 05%
-0 26%
-0 08%

001%

001%

2 16%

1 63%

204%

219%

208%

1 73%

132%
13 62%
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New freshmen

the University’s potential demand Thus 1s both because most new University stu-
dents are recent high school graduates (63%), and because 1t 15 possible for the
University, through what 1t refers to as “consumption,” to mampulate demand
For example, in periods when demand needs to be adjusted downward, over-sub-
scribed campuses, such as Berkeley and UCLA, may need to be even more selec-
tive in admutting from among the top one-eighth of high school graduates The
University system will then redirect some of these qualified applicants to other
campuses where space is available Since many of the redirected students wnll
choose not to enroll in an alternate campus, the net effect 1s lowered demand

The University can also affect demand through varying levels of outreach and re-
cruttment services, raised eligibility standards, reduced opportunities for selected
groups (e g, transfers from mstitutions other than California community colleges),
and reductions in the number of allotted special-action admussion slots It is clear
that 1n whatever manner the University chooses to manage consumption, it will have
a profound effect on future enrollment demand The following projections of first-
time freshmen and transfers assume that the Umiversity will continue to maximize
access and college preparedness through appropriate levels of outreach and recruit-
ment services

During the second half of the 1980s, the proportion of public high school gradu-
ates who enrolled at the University of California as first-time freshmen averaged
7 6 percent During the first four years of the 1990s, participation shipped to about
6 7 percent, but it now appears to be on the upswing The Fall 1994 freshman
class of approximately 22,000 students was the second largest entering class in the
lustory of the Uniwversity The Commission’s Baseline Projection forecasts the
University’s public igh-school participation rate to eventually edge up to 8 5 per-
cent by Fall 2005 The Commission expects that increase to accentuate the Uni-
versity’s enrollment gains of Latino and African American students -- the two ra-
c1al/ethiuc groups with the histonically lowest enrollment rates

The Commussion’s 1992 Eligibility Study found that some 12 3 percent of the 1990
public high school graduates were ehgible to attend the University Furthermore,
another 6 5 percent were potentially eligible, translating to a total ehgible pool of
approximately 19 percent The term “fully ehgible” refers to those high school
graduates whose academic performance was consistent with one of the three certi-
fied methods of quahfying for admuission “Potentially eligible” refers to high school
graduates who met the scholarship and subject requirements, but who did not com-
plete the full pattern of examunations The “total eligible pool” compnses those
students who were either fully or potentially eligible to the Umversity As shown
by Display 30 at the top of the opposite page, the 1990 estimates reflect substan-
tial gawns in the eligibihty pool since 1983

If eligibility were to increase over the next years at rates similar to the annualized
rates calculated between 1986 and 1990, then by Fall 2000, the proportion of pub-
lic high school graduates who meet all eligibility requirements would be substan-



tially above the current Mas-

DISPLAY 30 Percentage of Pubic High School Graduates ter Plan ceiling The Comms-
Eligible for Freshman Admission to the University of Cahforma, sion does not anticipate that
by Racral/Ethmic Group and Eligibility Category, 1983, 1986, the most recent trend in eligi-
and 1990 bility will persist into the next
Racial/Ethnic Group Eligibality 1983 1986 1990 decade However, 1t does ex-
All Graduates Ehigible Pool  132% 14 1% 18 8% P‘;"ﬁ,‘?‘ a h‘iher P,“’P"“'O:

0 rican-American an

F 1 70 9 3 .

ully Ehgible : 12 Latino first-time freshmen ad-
African Amencan Graduates Ehgible Pool 36 45 75 muts will be regularly admus-
Fully Ehgible 14 23 51 sible During the five-year pe-
riod prior to the 1990 reces-
Asian Graduates Ellg]ble Pcol 260 328 40 4 sion, the pUbIIC hlgh school
Fully Ebgible 173 249 322 participation rate for African-

dL t
Latino Graduates EhgiblePool 49 50 68 Amencan and Latino students
was approximately twice their
Fully Ehgible 14 31 39 ehgibility rate  That s, the elt-
White Graduates Elgible Pool 155 158 205 gibility rate for these two
Fully Eligible 77 101 127 groups averaged about 2 5

Source Califorme Posiseondary Education Commusston, High School Ehgibility Reporis,

1983, 1986, and 1990

percent while their participa-
tion rate averaged about 5 per-
cent This was because the
university’s outreach and re-
cruitment programs were quite successful in 1dentifying and enroling African
Americans and Latinos who were not necessarily fully eligible, but who met the
standards for special action consideration Owver the past several years, special
action enrollment rates have declined by several percentage points

Based on the observed improvements in ehgibility between 1986 and 1990 across
all racial-ethnic groups, it is not believed that demand for special action slots will
return to the historical averages of the 1980s Therefore, under the Commission’s
Baseline Projection, special action enrollment rates are held constant at 1993 lev-
els The pubhic high school participation rates for African Amencans and Latino
students are still expected to average about 5 percent However, the noted de-
cline in special action admission rates for these two racial groups 1s expected to be
offset by a gradual one percentage point increase 1n the participation rate of Affi-
can American and Latino high school graduates who are fully eligible

Display 31 on page 58 plots freshman enrollment or participation rates for
Califormia’s public high school graduates from 1981 through 1993 and shows 1t
holding steady at about 6 5 percent for the past three years Based on the specific
assumptions and anticipated participation rates that the Commussion has used to
forecast demand of regularly admissible freshmen by racial/ethnic group (provided
in Display 32 on page 59), the Commission foresees an overall 2 percentage-point
rise in this 6 5 percent participation rate over the 12 years between 1993 and 2005
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DISPLAY 31 Enroliment Rates of Califorria High School -
Graduates m the Universtty of Califormia, Fall 1981 Through Fall

1993

100

20 -

30 -

Participation Rate
Y
Q
i -

The Commission’s Baseline
Projection shown in Display 33
on page 60 forecasts first-time
freshman enrollment demand at
the Umversity increasing by 45
percent by year 2005 Under
the Low Alternative presented
in Display 34 on page 61, fresh-
man demand would increase by
29 percent (Both the Baseline

- " ’ ly
‘,,— }4\1 e o N b .
PR + Gl . :1‘; and the Low Alternative Projec-
L PN ST » e N i .
I e Dk ) g tions hold rates for special-ac-
w%g 4 T s ?X [ R y §
[ T -
0. - T Bpl ‘;f}f O & tion students constant at the ac-
20 - oo o M. tual 1993 levels ) Display 35 on
‘o IR N RN AT A Lo page 62 shows that under the
L e tm Commussion’s Base-line Projec-
o0 S N : oo tion, first-tume freshmen wall ac-
1981 1983 1985 1987 1989 1991 1083

Sourco  Califormia Postsecundary_l:‘.ducauon Commussion Information System

New undergraduate
transfer students

Connnuation
and graduanon
rates

58

count for approximately 20 per-
cent of the University’s under-
graduate enrollment as early as
1999

Commumty college transfers account for about 90 percent of all undergraduate
transfers to the University of Califorma The remaming 10 percent mclude stu-
dents from other Califormua colleges and umiversities (5 percent), students from
out-of-state schools (4 percent), and nonresident alens (1 percent) Like new
transfer students to the State University, the number of new commumnty college
transfers to the Umversity seems to have been unaffected by California’s recent
recesston Between 1989 and 1993, this number increased by 22 percent How-
ever, also as at the State Umversity, the recent decline 1n commumty college en-
rollment and the short-term reduction 1n Califormia’s college-age population of
20- to 29-year olds may affect the number of domestic transfers to the University
over the next several years

The Commussion’s Baseline Projection for new undergraduate transfers at the Uni-
versity shown n Display 36 on page 63 forecasts demand to increase by 14 per-
cent to 15,116 transfers in Fall 2005 Under the Low Alternative Projection pre-
sented in Display 37 on page 64, transfer demand would increase by 10 4 percent
In general, the Baseline Projection returns all age-specific community college trans-
fer rates to the pre-recession averages shown in Display 38 Both alternatives
hold out-of-state transfers, transfers from other California universities, and non-
resident aliens constant at 10 percent of total transfers

Approximately 73 percent of undergraduate demand for the University of Califor-
ma 1s generated by the continuation and persistence-to-graduation of enrolled stu-
dents On the average, nine of every ten (91 1 percent) regularly admitted fresh-



DISPLAY 32 Summary of Forecast Assumptions Regarding Regularly Admitted First-Time Freshmen
to the University of California, by Racial/Ethmc Group

Population

African American Students

Asian, Filipmno, and

Pacific Islander Students

Lanno Students

Natrve American Students

White Students

Demographic Assumptions

The public lugh school participation rate of regularly admssible Afnican-Amen-
can students to the Unmiversity of California 1s forecast to increase from 2 8
percent in 1993 to 3 8 percent 1n 2005 and remain constant thereafter

Approximately 21 percent of entenng African-Amencan freshmen are fore-
cast to have graduated from private high schools

The six-year graduation rate of 62 percent 1s projected to remain unchanged

The Asian public high school participation rate 1s expected to increase from
17 1 percent to 18 4 percent and remain constant thereafter

Approximately 6 percent of entering Asian freshmen are forecast to have gradu-
ated from private high schools

The Asian six-year graduation rate of 74 0 percent 1s forecast remain unchanged

The Latino public ligh school participaiion rate 1s forecast to mncrease from
2 9 percent to 3 @ by 2005 and remain constant thereafier

Approximately 18 percent of entering Latino students are forecast to have
graduated from pnvate high schools

The six-year graduation rate of 66 percent 1s projected to remain unchanged

The public igh school participation rate of 5 5 percent 1s forecast to return to
9 0 percent by year 2005

Approximately 16 percent of entering Native American freshmen are forecast
to have graduated from private high schools

The six-year graduation rate of 64 0 percent for native Amenican students 15
forecast to remain unchanged

The public lugh school participation rate for White students to the Umiversity
is forecast to return from 5 7 percent to 7 2 percent by year 2005

Approximately 14 percent of entering White freshmen are forecast to have
graduated from private hugh school schools

The six-year graduation rate of 75 0 for White students is forecast to remain
unchanged

Source Cahforma Postsecondary Education Comrmussion 1995 Baseline Enrollment Demand Projections
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DISPLAY 33 Anticipated Enrollment Demand of New Students to the University of Califorma

Year

Regular Adrmts

1994-95
1995-96
1996-97
1997-98
1998-99
1999-00
2000-01
2001-02
2002-03
2003-04
2004-05
2005-06

as First-Tume Freshmen Between 1994-95 and 2005-06, Using the Commission's
Basehine Projection, by Racial/Ethmic and Other Group

Afncen
American

630
730
766
822
856
885
919
946
992
1,056
1,109
1,170

Special Action Admits

1994-95
1995-96
1996-97
1997-98
1998-99
1999-00
2000-01
2001-02
2002-03
2003-04
2004-05
2005-06

244
254
258
269
272
274
277
278
284
295
302
310

Asian

6,973
6,906
7,038
7,460
8,096
8,658
9,175
9,562
9,813

10,081

10,049

10,381

152
149
151
159
171
181
191
197
202
208
207
214

Latino

2,806
2,923
3,040
3,218
3,544
3,802
4,063
4,265
4,518
4,796
5,087
5,407

462
468
475
490
527
552
576
591
612
636
660
637

Natwve

Amencan

140
158
170
130
215
228
244
273
275
291
302
312

9
20
20
19
22
21
22
23
23
24
25
26

Whle/
Other

8,020
8,386
8,586
8,955
9,486
9,907
10,087
10,393
10,304
10,319
10,150
9,848

240
241
238
240
245
243
245
244
242
242
238
231

Source Cahformia Postsecondary Education Commussion 1995 Baseline Enrollment Projectson.

60

Out-of-State

1,637
1,679
1,723
1,814
1,951
2,064
2,152
2,236
2,277
2,333
2,347
2,334

o o o o o o o o o o O o

Foreign
Students

203
208
213
224
241
255
266
277
282
289
290
295

o O O O O 9O O © o o o

Total

20,458
20,990
21,536
22,673
24,390
25,799
26,907
27,952
28,461
29,165
29,334
29,797

1,117
1,132
1,142
1,177
1,237
1,276
1,311
1,333
1,363
1,405
1,432
1,468



DISPLAY 34 Anticipated Enrollment Demand of New Students to the Unmversity of Califorma
as First-Time Freshmen Between 1994-95 and 2005-06, Using the Commussion’s Low
Alternative Projection, by Racial/Ethnic and Other Group

Affican Native Whte/ Foreign
Year American Asian Latino American Other Out-of-State Students Total

Regular Admits

1994-95 680 6,973 2,306 140 8,020 1,637 203 20,458
1995-96 719 6,868 2,885 153 8,073 1,644 204 20,550
1996-97 743 6,961 2,963 170 7,968 1,653 205 20,663
199798 786 7,339 3,099 180 3,021 1,708 212 21,345
1998-99 807 7,922 3,373 215 8211 1,804 224 22,557
1999-00 825 8,428 3,578 228 8,297 1,877 233 23,465
2000-01 845 3,885 3,782 244 8,182 1,928 239 24,104
2001-02 860 9,211 3,928 273 8,173 1,973 245 24,664
2002-03 891 9,467 4,120 275 8,080 2,007 249 25,089
2003-04 939 9,751 4,330 291 2,092 2,057 255 25,715
2004-05 975 9,745 4,550 302 7,960 2,068 256 25.857
2005-06 1,016 10,092 4,792 312 7,723 2,104 261 26,300
Special Action Admits
1994-95 244 152 462 19 240 0 0 1,117
1995-96 254 149 468 20 241 0 0 1,132
1996-97 258 151 475 20 238 0 0 1,142
1997-98 269 159 490 19 240 0 0 1,177
1998-99 272 171 527 22 245 0 0 1,237
1999-00 274 181 552 21 248 0 0 1,276
2000-01 2717 191 576 22 245 0 0 1,311
2001-02 278 197 591 23 244 0 0 1,333
2002-03 284 202 612 23 242 0 0 1,363
2003-04 295 208 636 24 242 0 0 1,405
2004-05 302 207 660 25 238 0 0 1.432
2005-06 310 214 687 26 231 0 0 1,468

Source  California Postsecondary Education Commussion 1995 Low Alternative Enrollment Projection.
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DISPLAY 35  Undergraduate Enrollment in the University of Califorma by Enrollment Category
Between 1994 and 2005, Using the Commussion’s Baseline Projection
First- TimeFreshmen Transfer Students Cotiinumg Students
Fall Number  Percent Number  Percent Number  Percent Number
1994 21,144 17% 9,950 8% 92,779  75% 123,873
1995 21,680 17% 10,361 8% 93,363 74% 125,404
1996 22,225  18% 10,436 3% 94,225 74% 126,936
1997 23,373 18% 10,215 8% 04,879 T4% 128,468
1998 25,114  19% 9,928 8% 94,962 73% 130,004
1999 26,534 20% 9,799 7% 95218 712% 131,551
2000 27,654 20% 9,915 7% 97,499 12% 135,068
2001 28,699 21% 10,106 7% 100,084 72% 138,890
2002 29,227  20% 10,405 7% 102,946 72% 142,578
2003 29,958 20% 10,703 7% 105,483 72% 146,145
2004 30,151 20% 11,037 7% 108,583 72% 149,771
2005 30,639 20% 11,337 7% 110,953 73% 152,930

Note This display includes first-time freshmen and transfers entering in the fall cnly

Source Califormua Postsecondary Education Comrmssion 1995 Baseline Enrollment Demand Projection.
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Conclusion

men continue through their first year and into their second year, and about 65
percent graduate within seven years Likewise, nearly nine of every ten (88 6 per-
cent) regularly admissible community college upper-division transfer students per-
sist through their first year and into their second Of these transfer students, about
74 percent earn a baccalaureate degree within seven years Graduation rates for
both first-tume freshman and total transfer students are presented in Display 39 on
page 65

Although the Commussion foresees most of the enrollment demand from “Tidal
Wave II” beginning after 1999, the likely magnitude and composition of the -
crease can already be discerned, as shown in the graphs and tables of this report
The Comnussion believes that the State’s educational planners and policymakers
must develop strategies and options now to ensure access by the year 2000 for the
young people who constitute that approaching tidal wave The Commussion be-
lieves that the projections in this report and the suggestions in forthcoming related
reports will contribute to that success



DISPLAY 36  Annicipated Enrollment Demand of First-Time Transfer Students to the University
of Califorma Between 1994-95 and 2005-06, Using the Commussion 's Baseline

1994-95
1995-96
1996-97
1997-98
1998-99
1999-00
2000-01
2001-02
2002-03
2003-04
2004-05
2005-06
Percent
1994-95
1995-96
1996-97
1997-98
1998-99
1999-00
2000-01
2001-02
2002-03
2003-04
2004-05
2005-06

Projection, by Racial/Ethmic and Other Group

American  Aman

321
344
356
373
363
359
370
386
408
425
448
459

2 70%
278%
2 84%
3 06%
3 06%
307%
312%
320%
328%
332%
340%
33%%

3,087
3,445
3,736
3,857
3,880
3,859
3,888
3,944
4,037
4,123
4,203
4,295

26 01%
2787%
2987%
3165%
3277%
3302%
3287%
3272%
3253%
3229%
3193%
31 76%

Latino

1,670
1,848
1,985
2,031
2,017
1,981
1,988
2,020
2,065
2,112
2,170
2,241

14.07%
14 95%
1587%
16 67%
17 03%
16 95%
16 81%
16 75%
16 64%
16 54%
16 48%
16 57%

Natrve

Amencan  White

128
135
122
121
121
124
129
134
140
148
158
17

107%
1 09%
097%
099%
102%
1 06%
1 09%
111%
112%
115%
120%
126%

6,661
6,585
6,307
5,801
5,459
5,363
5,450
5,569
5,759
5,957
6,184
6,355

56 13%
53 28%
50 43%
47 61%
46 10%
45 39%
46 08%
46 20%
46 40%
46 66%
46 98%
47 00%

Other California

Institution  Qut-of-State

676
704
713
694
675
666
674
687
707
728
750
771

509%
5 09%
509%
509%
509%
5 09%
509%
5 0%%
509%
5 09%
5 09%
5 09%

Source California Postsecondary Education Commussion 1995 Baseline Enrollment Demand Projection.

581
605
613
597
580
573
579
591
608
625
645
663

4 38%
4 38%
4 38%
4 38%
4 38%
4 38%
4 38%
4 38%
438%
4 38%
4 38%
4 38%

Foreygn

Students

142
148
150
146
142
140
142
145
149
153
158
162

107%
107%
107%
107%
107%
107%
107%
107%
107%
107%
107%
107%

Tola]

13,267
13,315
13,982
13,621
13,237
13,065
13,220
13,475
13,873
14,271
14,716
15,116

N/A
412%
1 20%

-2 58%
-2 81%
-1 30%
118%
1 92%
295%
286%
311%
271%
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DISPLAY 37

Year

Number
199495

1995-96
1996-97
1997-98
1993-99
1999-00
2000-01
2001-02
2002-03
2003-04
2004-05
2005-06
Percent
1994-95
199596
1996-97
1997-98
1998-99
1999-00
2000-01
2001-02
2002-03
2003-04
2004-05
2005-06

Anticipated Envollment Demend of First-Time Transfer Students to the University

of Califorma Between 1994-95 and 2005-06, Using the Commussion’s Low Alternative

Projection, by Racial/Ethme and Other Group

Aftican

American

261
296
331
323
320
316
332
345
358
371
377
383

228%
245%
293%
290%
238%
286%
2 94%
298%
303%
3 06%
304%
303%

Asian

3,087
3,440
3,681
3,720
3,749
3,709
3,789
3,879
3,941
3,997
4,088
4,171

27.05%
28 48%
32 69%
33 42%
33 75%
33 66%
3357%
33 50%
3344%
3304%
33 05%
33 09%

Latino

1,670
1,837
1,902
1,860
1,848
1,807
1,858
1,886
1,398
1,931
1,983
2,031

14 63%
1521%
16 89%
16 71%
16 63%
16 40%
16 46%
16 29%
16 10%
15 96%
16 03%
16 11%

Natrve
American

109
113
98
97
98
97
98
98
99
103
108
112

095%
093%
087%
087%
0 88%
0 88%
0 86%
084%
084%
085%
0387%
0 88%

White

6,283
6,391
5,247
5,128
5,092
5,088
5,208
5,369
5,486
5,695
5813
5,905

55 06%
5291%
46 60%
46 08%
45 84%
46 18%
46 14%
46 37%
46 56%
47 07%
46 99%
46 85%

Other Califormea

Instytition

641
679
633
625
624
619
634
651
662
680
695
708

502%
502%
502%
502%
502%
502%
502%
502%
502%
502%
502%
502%

Source Califorma Postsecondary Education Commmssion 1995 Baselme Enrollment Demand Projection
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Out-of-State

564
597
556
550
549
544
557
572
582
598
611
623

441%
441%
441%
441%
441%
441%
441%
441%
4 41%
441%
4 41%
441%

Foreign
Students

140
149
138
137
137
136
139
142
145
149
152
155

110%
110%
110%
110%
110%
1 10%
1 10%
110%
110%
1 10%
1 10%
110%

Total

12,755
13,501
12,586
12,440
12,417
12,316
12,616
12,942
13,171
13,523
13,827
14,088

N/A
584%
-6 7%
-1 16%
-0 18%
-0 81%
243%
258%
177%
267%
224%
1 88%



DISPLAY 38 Community College Transfer Rate to the Umversity
of Califorria in Terms of Rate Per 1,000 Students, by Age
and Racial-Ethnic Group, 1993 and Projected 2005

Racal/Ethmc Group Year 181019 20t024 251029 30t049 50 & Over
African Amencan 1993 1 7 3 1 1
Students 2005 1 8 4 1 1
Asian Students 1993 11 41 11 3 1
2005 13 41 11 3 1
Latmo Students 1993 1 15 7 2 1
2005 2 17 7 2 1
Native American 1993 2 16 7 2 2
Students 2005 6 22 3 4 2
White Students 1993 2 21 7 3 1
2005 4 21 7 3 1

Source Califortua Postsecondary Education Commussion.

DISPLAY 39 Seven-Year Graduation Rates of First-Time
Freshmen and Transfer Students at the University of Califorma,
1993-94

Transft
Racial Ethme Group Adnussion Category Freshman Studu:rs
Afncan Amencan Students Regular 62 64
Special Action 47
Asian Students Regular 74 76
Special Action 43
Natuve American Students  Regular 64 58
Special Action 60
Latmo Students Regular 66 69
Special Action 43
White Students Regular 75 78
Special Action 58

Source Califormia Postsecondary Education Commusmon [nformation System.
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4

Introduction

DISPLAY 40 Percent Distribution of Nonresident
Assignable Square Feet at the Califorma Community

Colleges, Fall 1993

All Other =
Tenchmg Lahs

36.5%

The Need to Expand: A Discussion
of Physical Capacity

Determiming the need for higher education physical facilities 1s a complex process
Superficially, it appears to involve only the determination of enrollment demand
that can easily be translated into space allotments and construction costs for vari-
ous types of facilities, primarily classrooms and laboratonies In reahity, the phys-
1cal plants of modern colleges and uruversities include a wide variety of buildings
that serve such diverse functions as classroom and laboratory instruction, library/
learming resource center activities, organized research, admmustration, food ser-
vice, storage, computernized self-instruction, housing, and athletics Some spaces
support mnstructional activities directly, and are consequently considered to be part
of the institution’s “capacity space” or just “capacity ” Other areas perform a sup-
porting role, however essential, and may or may not be financed directly by State
capital outlay appropnations Displays 40 to 42 show the distnbution of class-
room, teaching laboratory, and “all other” space n the three public systems as it
was configured 1n 1993-94 The reader should note that, while capacity formulas
are concerned pnimanly with classrooms and teaching laboratornes, those spaces
represent only 43 5, 26 2, and 8 1 percent of the space at the California Commu-
nity Colleges, the Califorma State Unuiversity, and the Universtty of California, re-
spectively Thus, 1t 15 entirely pos-
sible that classroom and teaching
laboratory space may be adequate
even as large expenditures are re-
quired for other types of facilities
Further, because no set formulas or
standards exist for many types of
campus space, it 13 often difficult to
determmine the sufficiency of campus
facilities Because of this, 1t 15 1m-
portant to view the ensuing discus-
sion as being suggestive of higher
”"”””'”'”""”" education “capacity” more than de-
fimtive To put 1t another way, this
discussion of capacity 1s intended to
292% indicate an order of magmtude, not
a precise formulation

Source. Califorrua Commuruty Colleges, five-year plans from 71 indmvidual dlstncts.
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DISPLAY 41 Percent Distribution of Nonresident
Assignable Square Feef at the Califormia State University,
Fall 1994

8.0%
|
=1

73.8%

Sourae  Califorrua State Unaversity, Space and Faciliies Data Base System.

DISPLAY 42 Percent Distribution of Nonresident
Assignable Square Feet at the University of Califormia,
General Campuses Only, Fall 1993

Teaching Labs

29% /5.2%

Classrooms

92.0%

Source Umiversity of Calfornea, 1994b

Space standards as a guide
to capacity

The capacity of any public institution
within Cahifornia higher education is
determined largely by a somewhat ar-
cane branch of facilities analysis
known as “space and utilization stan-
dards”, the current standards were
created as “temporary” measures 1n
the early 1970s The Commission
studied these standards in depth in
the late 1980s (CPEC 1990c) and rec-
ommended sigmficant changes that
have not yet been implemented

Nevertheless, the standards make
certain assumptions about reasonable
room size, hourly usage, and occu-
pancy levels for classrooms, teach-
ing laboratones, and some other fa-
cilities, other Commussion studies
have examined the adequacy of li-
brary space and self-instructional
computer laboratories To take one
example, it 1s assumed that class-
rooms, lecture halls, or seminar
rooms will average 15 assignable (us-
able) square feet per student station,
and that each of the stations in those
classrooms will be occupied by a stu-
dent in a scheduled course for 35
hours each week out of a total pos-
sible usage of 70 hours (8 am to 10
p m, Monday through Friday)

Through a formula that relates square
footage to usage rates, 1t 15 possible
to determine the enrollment capaci-
ty of any institution in the system, at
least for the undergraduate level At
the graduate level, where students
are often involved in research activi-

ties, may not attend regularly scheduled lecture or laboratory sessions, or may be
writing a dissertation in a library or elsewhere, capacity and utilization are more
difficult to determune  Accordingly, space formulas are most useful when measur-

ing undergraduate instruction
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The physical
capacity of the
three public
systems

Califorma
Commumity
Colieges

To determine an institution’s or a system’s capacity, it is necessary to develop
standard measurements not only for institutional space, but also for the number of
full-time-equivalent students (FTES) Consequently, while enrollment projections
are generally presented in terms of headcount students, as they are in Chapter
Three of this report, it is necessary to make certain conversions to account for the
differences between full-time and part-time students, and between Fall-term enroll-
ment and academuc-year enrollment, when determuining an nstitution’s actual en-
rollment capacity Among the possible indices available, physical capacity 1s best
indicated by Weekly Student Contact Hours (WSCH), which measures the number
of hours students are scheduled for both lecture and laboratory courses, and which
i1s easily converted to FTES WSCH totals, which are combined for classrooms
and teaching laboratones, provide generally accepted indicators of a college’s or
university’s need for space, and are commonly referred to as the mstitution’s “load »

Although each of the three public systems of higher education in California com-
putes capacity i a different way -- thus will become apparent in the discussion be-
low - there are important similarities in the computations In all three systems of
higher education, the amount of space available (the “capacity” determined by the
space standards) is compared to the need for space (the “load™) in order to deter-
mine if additional space should be constructed, or if there is a surplus In the Cal-
iforma Commumty Colleges, this calculation produces a specific number known
as the “capacity/load ratio,” and while the universities do not use this term specif-
ically, 1t 1s nevertheless possible, with data supplied by the systems, to construct
parallel indices that can be useful for companson purposes It is still necessary to
attach some caveats to these numbers, particularly for graduate education, but they
nevertheless provide a useful indicator for determining existing capacity

Displays 43 through 54 provide estimates of the current enrollment capacities of
the three higher education systems, and project those capacities out to the year
2005-06 based on both the Commussion’s baseline and Jow alternative enrollment
projections They are denved m different ways, and invoive only that aspect of
capacity that is measurable by classrooms and teaching laboratories As noted
above, they are not intended to prowvide precise formulations, but to suggest or-
ders of magnitude

Each year, the 71 districts that comprise the California Community Colleges sub-
mut five-year facilities plans to the Chancellor’s Office in February These plans
contain a host of data and information about total space on each campus, space
type, and recommended new projects In addition, each district computes the
capacity-load ratio for classrooms and teaching laboratories, a number that shows
whether the actual usage of these facilities is or 1s not in conformity with the State’s
existing standards In almost every case in the classroom measurements (67 of the
71 districts), the capacity/load ratio indicates that unused space 1s present For
teaching laboratories, utilization 1s closer to the standard, with 47 districts show-
ing space surpluses and 24 showing shortages as of the 1993-94 academuc year
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Overall, the system shows a capacity surplus of 33 6 percent for classrooms, and
9 7 percent for teachung laboratories If utilized perfectly, which 1s to say at full
capacity with a perfect match of students and space throughout the system, these
surpluses would provide space for an additional 123,900 FTES as of the 1993-94
academuc year

Such a surplus, of course, 1s partially illusory, for at least four reasons

* First, most of the surplus 1s derived from the classroom space standards, which
are unreachable m any circumstances other than overcrowding That factor
alone should reduce the surplus by about 5 percent

* Second, in a system of 106 colleges serving a State population of over 30 mul-
hon people, there will always be mismatches between population density and
space availability The district five-year plans make this abundantly clear, since
the capacity-load ratios in some cases indicate that only half of the necessary
space 1s available on a particular campus, while others have twice as much as
the standards suggest 1s required It 1s impossible to determine the true effect
of this element of the “mismatch” phenomenon without a very comprehensive
study, but 1t probably creates a reduction from perfect efficiency of at least a
fourth of the 123,900 FTES surplus

¢ The third factor 1s supporting facilities Even if a campus has surpluses 1n the
types of space that measure capacity (classrooms and teaching laboratores), 1t
may not have comparable surpluses in supporting spaces such as learning re-
source centers, faculty offices, admimistrative offices, or food service facilities
In addition, a college may be at or near its master plan capacity, and may not
have any available land on which to construct the additional supporting facili-
ties In such cases, the apparent “surplus” 1n instructional space 1s nonexistent
and analogous to the situation at the University of Califormia’s Berkeley and
Los Angeles campuses discussed below Unfortunately, there 1s no way to
estimate the effect of this factor at the present time, but 1t probably represents
at least 10 percent of the surplus

* Finally, both mstructional and support space may be 1n such poor condition as
to be unusable, which 15 becommg an increasing problem in all three public
systems due to the contmuing deferral of maintenance expenditures As with
the third factor, without a comprehensive assessment of the condition of com-
munity college facilities, there is no way to estimate the enrollment effect of
rooms or bulldings that are, or soon will be, unusable This factor of made-
quate or nonexistent supporting facilities probably consumes another five to
ten percent of the surplus

Overall, the Commussion believes 1t 1s reasonable to estimate that the techrucal
excess capacity of the commumnity college system -- the 123,900 FTES noted above
-- should be reduced by about a third to between 80,000 and 85,000 FTES For
the sake of the array shown in Displays 43 through 46, a mid-point figure of 82,500
has been chosen



DISPLAY 43 Projected Capacity and Enrollment i the Cahiforma Community C olleges, 1993-94

Year!
1993-94
1994-95
1995-96
1996-97
1997-98
1998-99

1999-00
200001
2001-02
2002-03
2003-04
2004-05
2005-06

B W N —

tions

5 Because of the “mismatch problem,” discussed mn the text, technical capacity has been reduced by one third

to 2005-06 (Baseline Enrollment Frojection)

Assignable Square

Feet (ASF)
Labor-

Lecture alory
{000s) (000s)
4,6027 95064

46027 9,506 4
4,6027 9,506 4
4,6027 9,506 4
46027 9,506 4
46027 9,506 4

Total ASF*
14,109,135
14,109,135
14,109,135
14,109,135
14,109,135
14,109,135
14,109,135

Technical WSCH
Capacity per

Legaslative Standard
Labor-

Capacities Loads. and Space Surpluses or Deficiencies
WSCH Capacity in
Excess of Load

WSCH Load*
Labor-

Labor-

Lacture? atory? Lecturs atory Lecture atory Total*

{0008 (000s)
10,7289 3,5888

10,7289 3,5888

10,7289 3,5888

10,7289 3,588 8

10,7269 3,588 8

10,7289 3,588 8
Real WSCH

Capacrty
13,698,314

13,698,314
13,698,314
13,698,314
13,698,314
13,698,314
13,698,314

{000s) (000s)
88519 3,6075

83,8279 3,5870
8,9623 36536
90375 37208
93543 38135
95771 39168

WSCH Capacity m
WSCH Load’

13,729,509
14,375,853
14,577,237
14,817,294
15,038,802
15,300,792
15,499,530

& Total square footage 1s assumed to be static throughout the projection
7 Load figures for 1999-00 10 2005-06 are denved by multiplying the CPEC headcount enrollment projection by 9 0, the projected

average number of WSCH per student m the community college system
8 WSCH divided by 15

Source Chancellor's Office, Califorma Commmmity Colleges, CPEC Staff Analyss

{000s) (000s)  (000s)
1,8770 -187 1,2389
1,901 0 17 12684
1,766 6 649 1,1345
1,6914 -1320 1,0396
1,3746 -2248 7665
1,1518 3281 5491

Excess of Standard

-31,195
677,539
-878,923
-1,118,980
-1,340,48%8
-1,602. 478
-1,801,216

FTES Capacity n
Excess of Load

Lec- Labor-
ure atory
(000s} {000s)
1251 -12

126 7 01
1178 43
1128 -88
916 -150
768 -219

Total
{000s)

826
846
756
693
511
366

FTES Capacrty in
Excess of Standard?

-2,079 7
-45,169 3
-38,594 9
-74,598 7
-89,365 9

-106,831 9
-120,081 1

Data for 1999-00 were omiited n several of the five-year plans, meking strict compansons with other years statishcally unreliable
Lecture capacities based on 429 Assignable Square Feet per Weekly Student Contact Hour

Laboratory capacitics based on vanous ASF per WSCH cakulations depending on the type of labortory
Load figures for 1993-94 to 1998-99 are taken from the distnet five-year plans, then adjusted to reflect the CPEC enrollment projec-

An excess capacity of this magnitude — the equivalent of about eight mature cam-
puses -- is not really surprising Since 1ts all-time enrollment high 1n 1991, the
community colleges lost 138,696 students (headcount) through Fail 1993 At an
average contact hour load of 8 98 WSCH per student (the 1993 average), that
translates into 2 loss of 83,033 FTES, which 1s approximately the amount of the
“real” space surplus the Commission believes exists in the system Given the Com-
mission’s current enrollment projections, which show continued enrollment losses
in Fall 1994, that surplus may have grown by an additronal 5,000 to 10,000 FTES

Existing space surpluses should serve student needs in most community college
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DISPLAY 44 Comparison of Capacity and Enrollment i the Califorma Commumity Colleges,
1993-94 to 2005-06 (Baseline Enrollment Projection)

1,100,000
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700,000 —
650,000

" Sours$ D;r.vlay 43

The Califorma
State Umversity

800,000 — |

Projected FTES Enrollment

Techmeal Capacity

Real Capacity
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Academic Year

districts mto the late 1990s, yet the systemwide excess will probably not last much
beyond that Under the baselne enrollment projection, as indicated in Displays 43
and 44, the existing quantity of space -- assuming most of it continues to be phys-
ically and educationally functional -- will not be sufficient to house the projected
enrollment demand by the turn of the century Under the low alternative, shown
in Displays 45 and 46 on pages 73 and 74, a net systemwide expansion will be need-
ed by 2002-03 Many districts, of course, will have space shortages before then,
in part because of strong growth, and in part because of the probability that the
classroom standards -- which determune most of any college’s potential capacity
-- are unreachable except under conditions of overcrowding Even if the existing
standards can be met, however, which has never happened in the entire history of
the commumnity college system, and may have happened only rarely in the case of
individual colleges, 1t will still be necessary to create space for another 120,000
full-time-equivalent students (comparable to about 200,000 headcount students)
by 2005-06 In Chapter Five, which discusses cost estimates, 1t 1s assumed that
20,000 FTES of this enrollment demand will be served by greater efficiencies and
the use of technology

The California State Uruversity reports physical capacity in terms of full-time-equiv-
alent students (FTES) each year as part of its capital outlay budget request The



DISPLAY 45  Projected Capacity and Enrollment in the Califorma Community Colleges, 1993-94 to
2005-06 (Low Alternative Enrollment Projection)

Year'

1993-94

1994-95
1995-96
1996-97
1997-98
1998-99

1999-00
2000-01
2001-02
2002-03
2003-04
2004-05
2005-06

Technical WSCH Canacities. Loads. and Space Surnluses or Deficiencies
Assignable Square Capacity per WSCH Capacity in FTES Capacity in
Feat (ASF) Legslative Standard WSCH Load* Excess of Toad Excess of L.oad
Labor- Labor- Labor- Labor- Lec- Labor-

Lecture atory  Lecture? atory! Lecture alory Lecture atory Total? ure atory  Toial
(000s8) (0003) (000s) (0003) (000s) (0003) {0003) {000s) (000s) (000s) (000s) (0O0s)
46027 95064 10,7289 3,5888 828519 36075 18770 -I187 1,2377 1251 -12 825

46027 95064 10,7289 13,5888 88279 35870 19010 17 1,2684 1267 01 846
46027 95064 10,7289 3,5888 89623 36536 17666 -649 11345 1178 -43 1756
46027 95064 10,7289 3,5888 9,0375 3,7208 16914 -1320 10396 1128 -88 693
46027 95064 10,7289 3,5888 9,3543 13,8135 11,3746 -2248 7665 916 -150 511
46027 95064 10,7289 3,5888 9,5771 39168 1,1518 -3281 5491 768 -219 366

Total ASF¢
14,109,135

14,109,135
14,109,135
14,109,135
14,109,135
14,109,135
14,109,135

Real WSCH WBCH Capaoity in FTES Capacity in

Capacitv WSCH Load’ Excess of Standard Excess of Standard*
13,698,314 13,113,216 585,098 39,006 5
13,698,314 13,333,356 364,958 243305
13,698,314 13,599,360 98,954 6,596 9
13,698,314 13,879,647 -181,333 -12,088 9
13,698,314 14,138,757 -440,443 -29,362 9
13,698,314 14,439,573 -741,259 -49,4173
13,698,314 14,705,874 -1,007,560 -67,170 7

1 Data for 1999-00 were omitted in several of the five-year plans, making stnict compansons with other years stahistically unreliable

2 Lecture capacities based on 429 Assignable Square Feet per Weekly Student Contact Hour

3 Laboratory capacities based on vanous ASF per WSCH calculations depending on the type of laboratory

4 Load figures for 1993-94 to 1998-99 are taken from the district five-year plens, then adjusted to reflect the CPEC enrollment projec-

tions

[ W]

Because of the “mismatch problem,” discussed in the text, fechrucal capacsty has been reduced by one third
Total square footage 18 assumed to be static throughout the projechon

7 Load figures for 1999-00 to 2005-06 are denved by multplying the CPEC headeount enrollment projection by 9 0, the projected
average number of WSCH per student m the commumty college systern
8 WSCH divided by 15

Source Chancellor's Office, Califorma Commumty Colleges, CPEC Staff Analysis

most recent submission imdicates that there 1s room, based on an analysis of the
space standards, for 261,196 FTES in that system for 1994-95 That number does
not include California State University, Monterey Bay, which will come on line in
Fall 1995, and which 1s projected to add another 5,231 FTES by the final year of
the projection, 2005-06 (CPEC, 1994a) The capacity figures mnclude projects
that are funded but not yet completed, so the actual space available at the present
time is somewhat less than reported Of the 20 campuses 1n the system, 21 with
Monterey Bay (and excluding the specialized California Marntime Academy), the
Chancellor’s Office reports that 15 have excess mstructional space and 5 have
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DISPLAY 46  Preyected Capacity and Enrollment in the Califormia Community Colleges, 1993-94 to
2003-06 (Low Alternafive Enrollment Projection)
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space shortages Overall, the system shows space for 8 6 percent more FTES than
are expected to be enrolled in the current year

Each year, the State University compiles a detailed classroom and teaching labora-
tory utilization report that measures activity in classrooms and teaching laborato-
ries, and compares that activity to the existing space standards (CSU, 1989 to
1994b) In a situation somewhat analogous to both the University of California’s
and the California Community Colleges’ experience discussed elsewhere, the class-
room standards have never been met on a systemwide basis since the State Univer-
sity began to keep records in 1969, although some of the system’s most over-
crowded campuses have met the standard on occasion For example, in the past
six years, the Long Beach campus met the standard four times, although it fell
below it during the past two years reported (Fall 1991 and Fall 1992) when several
hundred additional teaching stations came on line at the same time that enroll-
ments declined San Luis Obispo had a similar experience, 1t could not meet the
standard in 1992, and for the same reasons Many campuses have never met it, but
overall, and based on the 24-year historical record, the standard may have created
an artificial expectation of the number of students that can be enrolled

As noted previously, the “mismatch™ problem invariably produces a situation where
there is seldom a perfect fit between students who desire to attend and institutions
that have space to enroll them Some campuses are highly popular and must tum
students away, others have large amounts of excess space but insufficient students



Still others may have sufficient classroom and laboratory space, but shortages in
other types of facilities A few may appear to have capacity according to the
space standards, particularly for classrooms, but cannot use that capacity fully
because of scheduling problems, student unwillingness to attend during off hours,
a similar unwillingness from faculty members, or poor fits between room size and
course section size Campus admunistrators have often attempted to schedule cours-
es, even required courses, at unpopular times -- usually in the afternoons -- but
have usually been forced to abandon the effort to improve utilization because the
courses remain undersubscribed When this occurs, the resulting small class sizes
increase faculty costs, ultimately confronting admunistrators with the choice of
canceling the course or exceeding the budget, in virtually every case, it is the oper-
ating budget that receives the higher priority It 1s for this reason that any analysis
of utilization or space standards must take the operations budget into account

As great a barrier as these problems pose to more effective facilities utilization,
they are virtually impossible to quantify Nevertheless, a conservative estimate of
the effect of the musmatch problem is that 1t reduces perfect utilization by 5 to 10
percent, depending on the campus Accordingly, where the State University re-
ports a technical physical capacity of 261,196 FTES, the Commission believes its
real capacity falls more realistically within a range of 245,000 to 250,000 FTES
For the purposes of this report, and to provide a more conservative estimate, a
figure of 250,000 FTES is used, which is 4 3 percent under the listed capacity

The data reported by the State University, as adjusted for the mismatch problem,
and the enrollment projections developed by the Commission, are shown 1n Dis-
plays 47 through 50 These displays show relatively slow growth throughout the
remainder of the 1990s, after which the effects of “Tidal Wave I1,” the dramatic
enrollment increases projected for the early years of the next decade, begin to be
felt The Comnussion’s baseline enrollment projection indicates that the State
University will add only 14,774 academic-year FTES between 1993-94 and 1999-
00, which suggests that the existing physical plant wall contain enough classroom
and laboratory capacity to enroll all qualified students, although some of these will
doubtless have to be redirected from the campus of therr first choice Between
1999-00 and 2005-06, however, enrollments are projected to increase by another
48,107 FTES, which will rapidly place the State University system i a space def-
icit position  Even with the addition of the new campus in Monterey Bay, which
accounts for the gradual capacity increase shown in the four displays, and with
strong classroom and teaching laboratory utilization consistent with some of the
most stringent utilization standards n the nation, the State University will need to
find room for another 47,547 FTES by 2005-06 Without the Monterey Bay cam-
pus, space would be needed for 52,778 FTES Those numbers suggest the need
for considerable expansion on existing campuses, the construction of one or two
additional campuses beyond the Monterey Bay development, or some combina-
tion of both

If the low alternative enrollment projection numbers are used (Displays 49 and
50), the situation improves, but only shghtly Growth between 1993-94 and 1699-
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DISPLAY 47  Projected Capacity and Enrollment at the Califorma State Umversity, 1993-94
to 2005-06 (Baseline Enrollment Projection)

AY FTES Techmicat AY FTES
Academmc Techmcal Exces Real Real Excess
Fall Term Fall Term Year (AY) Phymeal FTES Physical FTES

Year Hc FIES FTES Capactty'* Capaaity Capagity'* Capacity
1993-94 325,640 245,148 239,897  261,i96 21,299 250,000 10,103
1994-95 323,208 243317 238,106 261,196 23,090 250,000 11,894
1995-96 323,574 243,592 238,375 261,829 23,454 250,633 12,258
1996-97 327,542 246,580 241,298 262,209 20,911 251,013 9,715
1997-98 333,894 251,361 245978 262,603 16,625 251,407 5,429
1998-99 340,146 256,068 250,584 263,000 12,416 251,804 1,220
1999-00 345,694 260,245 254,671 263,400 3,729 252,204 -2,467
2000-01 354,244 266,681 260,970 263,791 2,821 252,595 -8,375
2001-02 363,987 274,016 268,147 264,207 -3,940 253,011 -15,136
2002-03 374,717 282,094 276,052 264,640 -11412 253,444 -22,608
2003-04 388,556 292,512 286,247 265,194  -21,053 253,998 -32,249
2004-05 400,021 301,143 294,693 265,761  -28,932 254,565 -40,128
2005-06 410,996 309,405 302,778 266,427  -36,351 255,231 -47,547

1 From 1995-96 1o 2003-06, additional FTES are added i the capacity figures to reflect the openung of Califorma State University,
Monterey Bay Those additons are as follows

199596 633 1599-00 2,204 2003-04 3,598
1996-97 1,013 2000-01 2,595 2004-05 4,565
1997-98 1,407 2001-02 3,011 2005-06 5231
1998-99 1,804 200203 3444

2 See tet for an explanation of the difference between “technical physical capacity” and “real physical capacity ™

Source CSU 1994, CPEC staff analysis

00 1s projected to be 5,795 FTES, and between 1999-00 and 2005-06, 37,101
FTES In the baseline projection, the State University will need additional space
by 1999-00, if the low alternative is closer to reality, space will be needed by
2001-02

Some of the needed capacity may be constructed in the next five years The State
Unirversity’s most recent Five-Year Plan anticipates an expansion of capacity, if
funds are provided, of 16,951 FTES by 2000-01 If buult, that would leave a real
gap for the next five years of 30,596 FTES, a number that again assumes normal
enrollment expansion at Monterey Bay Some CSU campuses are currently at their
master plan ceilings, but there are enough campuses with room to expand -- and
this includes several new institutions that have already been approved by the Com-
musston and are under construction (e g Contra Costa, San Marcos) or, i the case
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| DISPLAY 48 Companison of Capacity and Enrollment in The Califorma State University, 1993-94
| to 2005-06 (Baseline Enrollment Projection)
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of the planned facilities in Ventura County, have recently been acquired -- that the
State University should have sufficient space to meet projected enrollments over
the next ten years, again with the considerable caveat that sufficient capital outlay
funding can be provided to construct facilities on existing campuses

Physical capacity and load at the University of Califorma are more difficult to com-
pute than at the other two public systems, and probably cannot be computed at the
graduate level at all, since so much graduate activity takes place outside of regu-
larly scheduled classroom and laboratory activities At the undergraduate level, an
mdication of capacity can be computed by relying on the University’s bienmal utiliza-
tion report as well as the Instruction and Research Space Summary and Analysis
report (UC 1994c and 1994d) Both of these reports were submutted to the Legis-
lative Analyst, the Department of Finance, and the Commussion in November 1994

The utilization report shows the frequency of classroom and teaching laboratory
usage at the University’s eight general campuses, and is submitted in response to
the Commission’s recommendation mn its space standards report referred to above
(CPEC 1990c) Based on an analysis of the survey as of the Fall 1993 term, the
University has excess capacity available, based on the formulas in the existing stan-
dards Specifically, these data suggest that the University should be able to ac-
commodate many thousands of additional students within existing facilities, and
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DISPLAY 49  Projected Capacity and Enrollment at the Califorma State Umversity, [994-95
to 2005-06 (Low Alternative Enrollment Projection)

AY FTES Techmical AY FTES
Acadermic Techucal Exces Real Real Excess
Fall Term Fall Term Year (AY) Physical FTES Physical FTES

Year HC FTES FTES Capacity* Capacity Capacrty' * Capacity
1993-94 325,640 245,148 239,897 261,196 21,299 250,000 10,103
1994-95 321,679 242,166 236,979 261,196 24,217 250,000 13,021
1995-96 320,616 241,366 236,196 261,829 25,633 250,633 14,437
1996-97 323,155 243,277 238,067 262,209 24,142 251,013 12,946
1997-98 326,672 245925 240,657 262,603 21,946 251,407 10,750
1998-99 330,089 248,497 243,175 263,000 19,825 251,804 8,629
1699-00 333,506 251,069 245,692 263,400 17,708 252,204 6,512
2000-01 337,060 253,745 248,310 263,791 15,481 252,595 4,285
2001-02 345,802 260,326 254,750 264,207 0,457 253,011 -1,739
2002-03 355,272 267 455 261,727 264,640 2,913 253,444 -8,283
2003-04 365,574 275,211 269,316 265,194 4,122 253,998 -15,318
2004-05 375,054 282,347 276,300 265,761 -10,539 254,565 -21,735
20035-06 383,867 288 982 282,793 266427  -16,366 255,231 -27,562

1 From 1995-96 to 2005-06, addittonal FTES are added to the capacity figures to reflect the opemung of Califorma State
University, Monterey Bay Those additions are as follows

1995-96 633 1999-00 2,204 2003-04 3,998
1996-97 1,013 2000-01 2,595  2004-05 4,565
1997-98 1,407 2001-02 3,011  2005-06 5,231
1998-99 1,804 2002-03 3,444

2 See text for an explanation of the difference between “techmical physical capacity” and “real physical capacity ™

Source CSU 1994, CPEC staff analysis.

that the University’s physical plant should not need to be expanded until 2001-02
Closer examination, however, shows a markedly different situation

Of'the excess capacity suggested by the utilization analysis, almost all (about 17,200
FTES or 92 2 percent of the total) is at the Berkeley and Los Angeles campuses,
which are already at or above their Long-Range Development Plan (LRDP) ceil-
ings The utihzation of lecture and teaching laboratory space at those two cam-
puses 1s demonstrably poor -- classroom utilization 1s reported to be at only 63 8
percent of the State standard, teaching laboratory utilization at only 69 2 percent
-- yet 1t is inconcervable that another 7,800 FTES could be added to the Berkeley
campus, and another 9,400 FTES to UCLA, as the utiization report suggests It 1s
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DISPLAY 50 Projected Capacity and Enrollment at The California State Umversity, 1993-94
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another example of the “mismatch problem,” the fact that available facilities never
mesh perfectly with enrollment demand As Display 42 shows, classrooms and
teaching laboratories represent only 8 1 percent of the total space on the Universi-
ty’s eight general campuses Yet even if that space were to be fully utilized, many
other facilities would have to be built to enroll additional students These spaces
would include library facilities, student housing, food service, faculty offices, re-
search space, self-instructional computer laboratories, admurustrative facilities, and
maintenance yards, among others Thus, and as shown in Displays 51 through 54,
the University’s “Real Capacity” 18 quite different from its “Technical Capacity ”

The Umversity’s other six general campuses, taken as a group, have a total n-
structional space surplus of only about 1,000 FTES, yet three of the six campuses
have classroom and teaching laboratory space deficits and one, Riverside, 1s ap-
proximately at the standard Leaving Berkeley and UCLA out of the equation on
the grounds that they have no room to expand when the entire physical plant 1s
taken into consideration, and assurung full utilization at those campuses with space
surpluses, the data still suggest a need to have new classrooms and teaching labo-
ratories in place almost immediately to meet anticipated enrollment demand, as
estimated by the Commussion’s baseline projection By the final year of that pro-
jection, 2005-06, there 1s a deficit of 28,116 FTES at the six campuses that are not
yet at their LRDP ceilings In the low alternative enrollment projection, there 1s
sufficient space in the system until 1998-99, after which space deficits grow to
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DISPLAY 51 Projected Capacity and Enroliment at the University of

Califorma, 1993-94 to 2005-06 (Baselme Enrollment Projection)

18,924 by 2005-06
For the sake of ar-
gument, 1t could be
assumed that Ber-

Total Current Capacity Total Projected Load Excess Capacity
Full-Tk Full-Tim:

Weekly Student Equwalm; Woeekly Student Equmle; keley and UCLA

Year Contact Hours'  Students  Comtact Hours'  Studeras* WSCH FTES could each enroll
1993-94 2,050,980 154,152 2,025,896 152,323 25084 1829  @nother thousand
199495 2,050,980 154,152  2,046.590 153,879 4,391 g7y Students, but even
. O i s ’ : then, the number of
1995-96 2,050,980 154,152 2,060,116 154,896 9,136 -744 spaces needed on
1996-97 2,050,980 154,152 2,077,319 156,189  -26339  -2,037 the other campuses
1997-98 2,050,980 154,152 2,096,348 157,620  -45368  -3.468 Wil remain very
1998-99 2,050,980 154,152  2,115427 159,055  -64,446  -4.903 large Grven capt-
) T : I : ’ ’ tal project lead
1999-00 2,050,980 154,152 2,134,642 160,499  -83,662  -6347 times, which can
2000-01 2,050,980 154,152 2,178,327 163,784  -127,346  -9,632 cover five years be-
2001-02 2,050,980 154,152 2,227,650 167492 -176,670  -13,340 tween  ground
200203 2,050,980 154152 2278936 171349 227956 .17.197  Preaking and occu-
i 2 ’ i : i h pancy, plus addi-
2003-04 2,050,980 154,152 2328732 175,093 271752  -20.941 tional time for plan-
2004-05 2,050,980 154,152 2,379,310 178,895  -328330  -24,743 ning, the data sug-
2005-06 2,050,980 154,152 2,424,162 182268 -373,182  -28,116 gest a need for im-

1

(Y

Weekly Student Contact Hour (WSCH) capacity determined by multiplymg classroom stations by the
current ulilzahon standard of 35 hours per week, than adjusted to reflect the fact that UC uses less than
the 15 assignable square fect per station allowed by the standard In addrion, 95 percent of the excess
capacity at the Berkeley and Los Angeles campuses have been deleted, since both are effectively at ther
master plan enrollment ceillings

Weckly Student Contact Hours divided by the systemwide contact hours per FTE student (13 3)
Full-time-equuivalent student multiplied by the systemwide contact hours per FTE student {13 3)

4 CPEC headcount projection adjusted for the past five-year average difference between Fall headcount and

mediate capital out-
lay funding, partic-
ularly for the con-
struction of capaci-
ty space (1¢ class-
rooms and teaching
laboratones) This

annualized FTES

Source UC Office of the President, Space Analysis Tables and Fall 1993 utihzetion analymis, CPEC ataff analysis

immediacy remains
true even if the low
alternative enroll-
ment projection ap-
plies

Independent  The Association of Independent California Colleges and Universities (AICCU) has
colleges adwised the Commission that there is sufficient existing capacity to enroll some
and universities 40,000 to 60,000 additional students Usage of this space, of course, depends

80

heavily on the availability of student financial aid In the Commussion’s The Chal-
lenge of the Century report — as well as earlier in Higher Education at the Cross-
roads -- it is suggested that full funding of the Cal Grant program could actually
save the State money mn both capital and support costs (CPEC 1990a, p 7, 1995,
p 6) While the details of this idea have not been fully discussed, 1t does show
some promuse for the relief of enrollment pressures at the State Umversity and the
University, particularly in the late 1990’s and the first five years of the new centu-
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DISPLAY 53  Projected Capactty and Enrollment at the Umiversity
of Califorma, 1993-94 to 2005-06 (Low Alternative Enrollment

Projection)
Total Currert Canactt_ Total Projected Load Excess Capacity
Full-Time- Full-Time-
Weekly Student  Equivalent Weekly Smdent Equvelent
Yeur Comact Hours'  Students? Contact Hours® Studegts' WSCH FTES

1993-94 2,050,980 154,152 2,025,896 152,323 25,084 1,829
1994-05 2,050,980 154,152 2,027,002 152,406 23,979 1,746
1995-96 2,050,980 154,152 2,021,810 152,016 29,170 2,136
1996-97 2,050,980 154,152 2,020,282 151,901 30,698 2,251
1997-98 2,050,980 154,152 2,020,580 151,923 30,400 2,229
1998-99 2,050,980 154,152 2,020,878 151,946 30,102 2,206
1999-00 2,050,980 154,152 2,064,488 155,225 -13,508 -1,073
2000-01 2,050,980 154,152 2,098,162 157,757 -47,181 -3,605
2001-02 2,050,980 154,152 2,140,902 160,970 -89,922 -6,818
2002-03 2,050,980 154,152 2,187,742 164,492  -136,761 -10,340
2003-04 2,050,980 154,152 2,233,351 167,921 -182,371 -13,769
2004-05 2,050,980 154,152 2,271,906 170,820 -220,926  -16,668
2005-06 2,050,980 154,152 2,301,915 173,076  -250,935 -18,924

1 Weekly Student Contact Hour (WSCH) capacity determuned by multplying classroom stations by the cur-
rent utilizabion standard of 35 hours per week, than adjusied to reflect the fact that UC uses less than the 15
assignable square feet per stabon allowed by (he standard In addition, 95 percent of the excess capacity at
the Berkeley and Los Angeles campuses have been deleted, since both are effectively at therr master plan
enrollment ceihings

Weelkly Student Contact Hours divided by the systemwide contact hours per FTE student (13 3)
Full-hme-squivalent student multpled by the systemwide contact hours per FTE student (13 3)

CPEC headcount projection adjusted for the past five-year average difference between Fall headcount and
annuahzed FTES

W o

Source  UC Office of the President, Space Analyss Tables and Fall 1993 uhlizaton analysis, CPEC staff analysis
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D

Introduction

Capital Outlay Costs
for Maintenance and Expansion

The preceding discussion suggests that all three of the State’s public systems of
higher education are in need of new facilities In the Community Colleges, space
will be needed in some districts immediately, with the system showing an overall
deficit by the end of the decade under the baseline enrollment projection In the
State University, there will be shortages at some campuses almost immediately,
with the system moving to a net deficit by the end of the decade Without the
acquisition of the Monterey Bay campus, the system would be 1n deficit a year
earlier, and 1t can be expected that in the years beyond 2005, the importance and
value vj]f the Fort Ord conversion to the system’s 21st general campus at Monterey
Bay will only increase At the University of Califorma, small instructional space
deficits currently exist on three campuses (Davis, Santa Barbara, and Santa Cruz,

with Sgnta sz presentmg the most serious problem), but a collective deficit wall
soon exist on the six general campuses where expansion 1s stil possible (all but
Berkel¢y and Los Angeles) Overall, by 2005-06, the capacity analysis presented
i Chapter Four suggests the need for new facilities, either on existing or new
campuses or centers, for 120,081 FTES m the Calforma Commumty Colleges,
47,547 FTES at the California State Umiversity, and 28,116 FTES at the University
of California This total of 195,744 FTES represents 66 2 percent of the total
expected enrollment expansion of 295,488 FTES between 1993-94 and 2005-06

If the low alternative enrollment projection turns out to be closer to reahty, the
need for expansion will be much reduced The California Community Colleges
will need to build space for 67,171 FTES In the California State University, there
will be a need for a capital expansion sufficient to enroll another 27,562 FTES At
the University of California, the space deficit will be 18,924 FTES This comes to
a total of 113,657 FTES 1n new capacity compared to the baseline projection of
195,744 FTES

In Higher Education at the Crossroads, the Commission developed estimates of
the cost of new facilities, and projected those estimates 15 years mto the future
At the time, the Commussion assumed that some of the growth would be accom-
modated on new campuses and off-campus centers, and accordingly projected star-
tup and buidout costs for each type of facility, including a factor for land acquisi-
tion Those estimates are shown n Display 55 on page 86, and are based on an
analysis that was presented in the background papers to the Crossroads effort
(CPEC 1990b, pp 59-98) In addition, as shown in Display 56, the 1990 report
also projected annual capital outlay costs from 1990 to 2005, concluding that about
$500 mullion per year for the three public systems combined would be required to
meet enrollment growth over that 15-year period
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California Community

DISPLAY 55 Cost Estimates Contained im “Higher Education Colleges
at the Crossroads” (CPEC 1990a) for New Campuses and Off-Campus
Centers in Califorma Public Higher Education m 1990 Dollars The most recent compi-

lation of five-year plans
Size of Campus for the Califorma Com-

System (FTE Students) Cost per Campus

Califorma Communrty Colleges munity Colleges is now
Start-Up (Off-Campus Center) 1,150 $12,198,050 over a year old A new
Total Cost at Build-Out (CCC Estmate) 8,000  $100,600000 Summary has recently be-

Califorma State University

come available, but there
has been insufficient time

Start-Up (New Campus) 2,000 $63,533,000 1 consider it for this re-
Total Cost at Buld-Out (CSU Estimate) 25,000 $526,719,000 port The proposed bud-
Total Cost at Build-Out (CPEC Estimate)y’ 25,000 $597.827,598 get for 1995-96 has been
University of California available for some time,
Start-Up (New Campus) 3,520 $209,221,140 however, as submitted to
Total Cost at Build-Out (UC Estimate) 25,000  $2,445,021,304 the Board of Governors

Total Cost at Build-Out (CPEC Estmate)> 25,000  $2,329,192,860 Nl September 1994, and

requests $270,957,000

1 Community colleges start-up estmates excluded land acquismion costs which ware estimated 10 range between $0
(donated) and $400,000 per acre For subsequent years,
2 The Commussion's 1990 cost estumates were based on historic actuals for represenialive campuses, adjusted for through 1999-00, an es-~
inflation and estimated space deficiencies  Thus included funding for projects tradihionally paud for with non-state fthe fund h
funds. Estimates assumed a 30-year effective Ide for University facilies, 50 years for State University facilihies, timate of the fun 1ng the
and 50 years for community college facthiies  University costs and Conmussion estimates of Umversity costs — community co]}eges think

included avxiliary enterpnses not usually financed through State finds.

Source CPEC, 1990a
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necessary may be derived
by examiming the most
recent three compilations
of district five-year plans
These are presented 1n
Display 57 on page 88, and show that the final four years of the projections aver-
age $517 9 mullion in annual expenditures

As noted earlier, the Commussion believes there 1s a “real” surplus of capacity
space (classrooms and teaching laboratones) -- real as compared to the theoretical
capacity generated by the space standards, which fail to account for varous fac-
tors such as space and population mismatches and other factors -- of about 82,500
FTES within the commumity college system as of the present day The Comrms-
sion’s enrollment projections suggest that such a surplus, assuming the facilities
continue to be maintained in their present or better condition, should obwiate the
need to construct classrooms and laboratories in most districts through 1999-00

Some of the most rapidly growing districts (e g Antelope Valley, Kern, Sierra,
Solano County, State Center), of course, will still need additional space in spite of
the systemwide surplus Qver the subsequent five years, however, 1t will be neces-
sary to provide space for the instruction of another 120,000 FTES Some of these
students will doubtless be educated through technological applications, and great-
er operational efficiencies should be expected, but the probability 1s that most stu-
dents will have to be housed on traditional campuses and educational centers For
the purposes of this projection, the Commussion is assuming that 100,000 FTES



will have to be educated 1n

DISPLAY 56 Cost Estimates Contained in “Higher Education traditional facilities
at the Crossroads™ (CPEC 1990a) for New Campuses . L.
and Off-Campus Centers In its 1990 projection, the
Commussion relied heawvily on
Total Cost
Svstem (15-Year Growth) {1990 Dollars) Amnual Cost a cost model developed b}’
the Chancellor’s Office to
Cahformia Commumty Colleges .
540,019 Headcount) project capital construction
(540, o needs of $175 7 mullion per
New Campuses $953,304,000 year, as shown in Display 56
Existing Campuses 1,681.863.000 This number was derived
Total $2,635,167,000 $175,677,000 from assumptions regarding
The California State Umversity enrollment growth, square
(134,500 FTES) feet per student, and con-

New Campuses
Existing Campuses
Total

Unuversity of Cahforma

(30,716 FTES)
New Campuses
Exusting Campuses
Total

Grand Total

Source CPEC, 1990a

struction costs It was also
assumed that the system was
more or less at capacity, and
that all of the enrollment in-
creases would have to be ac-
commodated by the con-
$1,011,600,000 struction of space on exist-

1.747.600.000 1ng campuses, or the creation

$2,759,200,000  $183,900,000 of new off-campus centers,

$7,709,722,000  $513,9 some of which were expect-
o ,934,000 ed to evolve into full campus-

es Specifically, 1t was as-

sumed that 23 new campus-

es would be required to en-
roll 120,232 students (headcount) by 2005, and that existing campuses would be
entarged to enroll an additional 423,585 students for a total of 543,817 students
A few months later, the Commission accepted an amended projection by the De-
mographic Research Unit of the Department of Finance that projected a slightly
lower growth of 540,019 students The cost of this expansion was estimated at
the time, for a 15-year period, at $2 6 billion, hence the annual average of $175 7
mullion. As with the other estimates presented in the Crossroads report, this amount
was for expansion only, it did not include funds for the ongoing needs of existing
campuses

$743,220,000
1,572.135.000
$2,315,355,000  $154,357,000

Expenence gained since the 1990 report -- and this holds true for all three systems
-- suggests the need not only for a renovation of many buildings, but also of the
cost estimates At the time this cost projection was concerved for the community
colleges, appropnations for the previous five years (1985-86 to 1989-90) had av-
eraged only $67 3 mullion per year Compared to that number, $175 7 million per
year looked formidable, yet appropnations for the next five years actually aver-
aged $206 8 mullion, even though enroliments were stable or dechning This fact
probably encouraged many districts to redefine their plannuing processes either to
reflect their real needs, or to develop “wish lisis” of projects they deemed desir-
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DISPLAY 57 Five-Year Capital Outlay Plan Projections, Califorma

Community Colleges, 1992-93 to 1999-00

able, even though they
may not have been de-
monstrably neces-
sary There is a proba-

1992 5-yr Plan 1993 5-yr Plan 1994 5-yr Plan

Year (000s) (000s) (000s) Overall Average bility that strong psy-
199203 $176,309,000 chological factors are

at work here In times
1993-94 826,156,263 $547,350,000 when low appropria-
1994-95 522,788,120 867,863,000  $417,724,000 tions are the rule, dis-

tricts often decide not
1995-96 274,600,837 559,142,000 1,109,490,000 to spend the time and
1996-97 141,868,310 332,955,000 740,515,000 effort justifying proj-
199798 225,561,000 458,461,000 ects that seem to have

little hope of being
1998-99 155,713,000 funded When money
1999-00 appears to be more

readily available, incen-
Totals £1,941,722,535 $2,532,871,000 $2.881,903,000 $2,452,165,512 tives to take advantage
Annual of the opportunity
Average  $388,344,507  $506,574,200  $576,380,600  $490433,102  come nto play and pro-
Average of duce more realistic, or
Last Four at least higher, re-
Years of quests It 1s unfortu-
Projection  $441,353,384  $496,380,250  $616,044,750  $517,926,128  pnate that the communi-

ty colleges have been
Source Chancellor's Office, California Communuty Colleges producing five-year
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plan compilations for

only three years (the
fourth will be submitted mm the Spring of 1995), but even with that small sample,
the trend 1s clear The first compilation showed annual requests of $388 3 mullion,
the second averaged $506 6 million, the third reached $576 4 million With the
failure of Proposition 1C — the $900 million general obligation bond issue -- 1n
June 1994, and if no other successful bond 1ssue takes its place in the next year or
two, 1t is probable that the five-year plans over the next several years will produce
lower numbers

This recent history suggests, as has been stated often in this report, that it is ex-
tremely difficult to tell what “real” needs are There are, nevertheless, some indi-
cators that suggest at least a general answer for the community colleges

1 The $2 6 bilhion estimate denived for the 1990 Crossroads report anticipated
$306 6 million in costs for the acquisition and development of new sites Re-
cent experience, however, shows that community college districts have been
very successful in obtaining sites at no cost to the State (e g Allan Hancock,
Kern, State Center, Merced), since the State has forcefully demonstrated 1ts
unwilhingness to finance site acquisitions, the result 1s that the estimate for site
acquisition costs should be lowered dramatically Since the 1990 analysis as-



sumed acquisition expenditures of $71,000 per acre -- average campus acreage
of 120 for each of the 23 new campuses -- any future estimate should be low-
ered by about $200 mulhion

Building maintenance expenditures were assumed to continue at the 1988-89
level, clearly, they have not done so It was also assumed that one fifth of
deferred maintenance would be eliminated each year, not only has this not oc-
curred, the deferred maintenance problem has grown considerably worse The
most recent estimate from the Legislative Analyst, which the Chancellor’s Of-
fice believes 1s understated, indicates deferred mantenance of about $200 ml-
lion systemwide The Commussion believes it 1s at least twice that amount For
this reason, 1t must be assumed that renovation, infrastructure repair, and minor
capital outlay costs will be substantially lugher than previously thought In 1989,
the Chancellor’s Office prelimmary model estimated deferred maintenance costs
at $140 6 mullion over the subsequent five-year period Ongoing maintenance
costs were projected at another $378 6 milion The total comes to $103 8
million per year, an amount that certainly has not been met, as evidenced by the
growing and continuing deferred maintenance backlog

The earher study did not take excess existing capacity into account At the
time, 1t was assumed that space was needed for 1,873,210 students (headcount)
in 2005-06 The current estimate for the same year1s 1,722,170, a reduction of
151,040 (90,600 full-time-equivalent students) Total growth at present, be-
tween 1993 and 2005, is projected at 337,770 headcount students, which trans-
lates to 202,662 FTES If students each average mne contact hours per week,
which is the average projected by the Chancellor’s Office Given the existing
capacity surplus of 82,500 FTES (Display 43), and adding some expected effi-
ciencies and technological applications, the 202,662 FTES number should prob-
ably be halved

Costs are lugher Costs are estimated using an index published by the Eng:-
neering News Record (ENR), an index that began at 100 in the early years of
this century and stood at 4828 as of 1990 The recent submussion by the Board
of Governors uses an ENR of 5595, which indicates an average growth rate of
about 3 0 percent per year, the same estimate the Commussion has used for the
State University and University cost projections in this report

The Chancellor’s Office and Commussion’s 1990 analyses did not consider on-
going needs, only expansion At the time, the Chancellor’s Office, based on a
review of 1988 five-year plan submissions from the individual districts, noted
that the total funding request for all purposes was for $129 million per year
statewide between 1989-90 and 1993-94 This should be compared to the Feb-
ruary 1994 five-year plan compilation, which shows requests of $576 4 nullion
per year, as well as to actual expenditures over that penod of time, which aver-
aged $188 5 milhon Clearly, changes in construction cost indices cannot ac-
count for a change of this magmtude The probabulity is that the earlier amount,
$129 million per year, reflected the fact that many distnicts beheved that fiund-
ing was so short that it was not worth the effort to develop proposals
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6 Some of the difference between the earlier and later budget requests comes
from the need to renovate and modernize facilities, perform mimor capital out-
lay projects often necessitated by previously deferred maintenance, conform to
health and safety codes, perform seistmuc retrofits, and upgrade infrastructure

As of the 1994 five-year plan compilation, there were approximately 33 6 million
assignable square feet of space in the community college system Construction
costs in this system tend to be lower than at the other two -- given the general
absence of sophisticated instructional and research facilities found at the two uru-
versities -~ so an estimate of $200 per assignable square foot 1s probably reason-
able Given that, and again assuming a 30-year useful life span of buildings, the
annual cost of maintaining the community college system would be $224 million
The Commission rounds that number off to $225 million per year

In 1990, the Chancellor’s Office projected a cost of $1,681 9 million to house an
enrollment expansion of 423,585 headcount students on existing campuses Con-
verting this to FTES, and then dividing into the cost estimate, produces a cost per
FTES for expansion on existing campuses of about $6,600 Upgrading to 1995
dollars raises that to $7,650 per FTES Increasingly, however, there is a growing
need for sophisticated facilities and equipment as the electromc/computer age im-
pacts higher education more intensively The pace of technology has been very
rapid, and much that is needed today, and will be needed in the future, was not
envisioned when the estimates were developed in 1990 In the next section of this
report, it is noted that the construction and equipment cost estimates for CSU,
San Marcos proved to be too low A simular problem may exist regarding the
community colleges, and explains why the Commussion now believes that an aver-
age cost of $10,000 per FTES is more appropnate for future community college
construction projects on existing campuses

For expansion on new campuses, recent experience suggests a cost per FTES of
about $12,000 This 18 drawn from recent estimates of the cost of constructing
the Madera Center of the State Center Community College District

The total enrollment increase is projected to be 202,662 FTES It 1s assumed that
82,500 of those FTES will enroll on existing campuses where excess space 1s known
to exist It is further assumed that 20,000 FTES will be served by greater efficien-
ctes and new technologies, the latter of which will have its own cost elements that
are not included here, since they will come pnmanly from operations budgets and
not capital outlay appropriations That leaves 100,000 FTES to be housed by
erither expanding existing campuses or constructing new campuses or educational
centers If three fourths of that total (75,000 FTES) attend existing campuses and
educational centers, the cost would be $750 million over 10 years or $75 million
per year, the remaming fourth (25,000 FTES) should cost $300 0 mullion or $30
mullion per year, the total annual cost becomes $105 million

When another $225 million per year 15 added for the continuing physical health of
the 106 existing campuses, the community colleges’ needs become $330 million
per year This assumes that there will be no costs for site acquisition It also
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University

assumes that the commurity colleges will need to buld five to ten additional cam-
puses and/or educational centers with average enrollments of 2,500 to 5,000 FTES
to house the 25,000 FTES projected to enroll in new institutions

A number of facilities have already been approved by the Commission for construc-
tion funding, including the Lompoc Center (Allan Hancock), Folsom Lake Col-
lege (Los Rios), the Madera Center (State Center), and the Palmdale Center (An-
telope Valley) These facilities are included within the definition of “new” cam-
puses and centers, which suggests that a need will exast for no more than five ad-
ditional campuses and/or centers in the next ten years Beyond this, the commu-
nuity college system should not need a great deal of further expansion over the next
ten years, and could even need less than is projected here if various technological
possibilities such as distance learning and multi-media instruction are successful,
or if enrollments tend towards the Commussion’s Low Alternative enrollment pro-
jection

For the coming 1995-96 fiscal year, the California State Umiversity submutted a
request for $130 mullion, most of which 1s for the construction or renovation of
facilities on 17 of the system’s 20 existing campuses (excluding Monterey Bay,
since necessary renovations are expected to be financed by the federal government
over a five- to eight-year period) Subsequent requests, all of which are shown in
Display 58, average $500 0 mullion per year for the years 1996-97 to 1999-00

The current year request was sharply reduced (from an earlier estimate of $511 8
million) due to the faiture of the 1994 bond issue Ewven with the smaller 1995-96
request included in the average, however, the State University’s request still comes
to $426 million per year over the course of the five-year plan 1If all of the projects
listed in the 1995-96 five-year plan are completed -- and not all can be completed
by 1999-00, the final year of the projection, even if funds are provided -- the State
University should add 16,951 FTES in capacity space at a currently estimated cost
of $1 4 billion Of that amount, about $1 2 billron will occur within the five-year
planning period, with another $141 million incurred in the next decade All of the
other elements of the capital outlay program relate to non-capacity space, and
include such projects as seismuc retrofits, the resolution of health and safety 1ssues,
minor capital outlay projects, and various renovation projects If all of the projects
scheduled to begin in any of the five years of the current plan are completed, how-
ever, the total increase in capacity should be about 33,000 FTES

According to the Commission’s capacity analysis discussed in the previous sec-
tion, there is a need for 47,547 FTES in additional capacity in the State Urnuversity
system by 2005-06. If funded, the currently scheduled capacity increase in the
current five-year plan of almost 33,000 FTES will go a long way towards meeting
that need, yet 1t still leaves a shortage of about 14,500 FTES, even with Monterey
Bay providing another 2,500 FTES in capacity by the turn of the century, and just
over 5,000 FTES by the final year of the enrollment projection, 2005-06

To summarize some of the preceding discussion, current enrollment projections
indicate growth of 62,881 FTES between the 1993-94 and 2005-06 academic years
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DISPILAY 58 Actual and Projected Higher Education Capital Qutlay Budget Requests 1990-91
to 1999-00 (in Thousands of Dollars)

Community Colleges* Calfornia Stata Unrvermity Univerartv of California Total
Year Request’  Appropmation’  Request ~ Appropnabon' — Request nation”  Request Appropngtion
1990-91 $217,268 $190,969 $222,772 $215,702 $232,233 $231,719 $672,273 $638,390
1991-92 209,104 102,624 238,271 144,081 235,484 220,307 682,859 467,012
1992-93 170,862 113,912 235,492 228,115 247,350 147,480 653,704 489,507
1993-94 495,751 424,907 338,528 252,054 247,477 229,772 1,081,756 906,733
1994-95 350,369 14,324 424 949 11,870 258,128 5,716 1,033,446 43,910
1995-96 270,957 N/A 130,000 N/A 168,619 N/A 569,576 N/A
1996-97 518,000 N/A 500,000 N/A 139,720 N/A 1,157,720 N/A
1997-98 518,000 N/A 500,000 N/A 148,774 N/A 1,166,774 N/A
1998-99 518,000 N/A 500,000 N/A 158,987 N/A 1,176,987 N/A
1999-00 518,000 N/A 500,000 N/A 109,761 N/A 1,127,761 N/A
199091 to
1994-95
Annual
Average $238,671 §169,347 $292,002 $173,764 $244,134 $166,999 $324,808 $510,110
199596 to
1999-00
Annual
Average $468,591 N/A  $426,000 N/A  $145,172 N/A $1,039,764 N/A
1990-91 to
1990-00
Annual
Average $378.631 N/A  $359,001 N/A  $194,653 N/A  $932,286 NA

Requests for 1990-91 through 1995-96, and appropriations for 1990-91 through 1994.95, are actuals Requests for 199697 through
1999-00 are estmates based on previous five-year plan projections

2 The $500 million amounts shown for 1996-57 through 1999-00 reflect Commssion estimates based on an analysis of previous five-year
plan everages

3 In 1994-95, the Legislature appropriated $194,646,000 for the Califorme Community Colleges, $180,322,000 of which was contingent
on passage of Proposiion 1C  Since the bond 1ssue failed, only $14,324,000 remained from lease-payment bonds

4 In 1994-95, the Legslature appropnated £142,622.000 for the Califormia State University, $113,752,000 of which was contingent on
passage of Proposinon 1C  Since the bond 1ssuc failed, only $28,870,000 remained from lcase-payment bonds

5 In 1994-95, the Legslature appropnated $166,546,000 for the University of Califorrua, $160,830,000 of which was contingent on
passage of Propoaion 1C  Since the bond 1ssue faled, only $5,716,000 remained from lease-payment bonds

Source UC, C8U, CCC five-year plans, CPEC staff analysis

Currently, the State University has surplus space for 10,103 FTES, and the Monterey
Bay campus 1s expected to enroll another 5,231 by the final year of the projection
That leaves a space deficit in the system of 47,547 FTES (62,881 - 10,103 - 5,231)
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These numbers may not suggest a crisis for the State University 1n its efforts to
enroll all qualified students for the next ten years, but they do pont to a degree of
urgency, particularly for campuses such as San Marcos that need to add space
relatively rapidly, not only because of population pressures in the region, but also
to achieve economies of scale For the rest of the system, sound planmng, and a
steady stream of resources, will be essential if the students desinng entry for the
latter years of the projection -- 2000 to 2005 -- are to be enrolled

In the Crossroads report, the Commussion postulated annual budgets, just for
growth, of $154 4 mllion per year for 15 years to enroll an additional 134,500
FTE students A portion of that estimate was denived from a special projection
for the new San Marcos campus, which suggested that a campus of 5,000 FTES
would cost $164,867,000 or $32,973 per student In later years, 1t was estimated
that the cost of adding enrollment capacity to a mature campus would be about
$21,000 per student

The actual experience thus far has been somewhat different In 1988-89, the San
Marcos campus received 1ts first capital outlay appropriation 1n the amount of
$1,595,000 Since that time, $77 9 mullion has been appropnated, with the 1995-
96 Five-Year Plan scheduling another $129 9 million through 1999-00 The total,
for a projected 2000-01 enrollment of 4,690 FTES, 1s $209,375,000, or $44,642
per student In the future, of course, it can be expected that the cost per student
will decline as economies of scale take effect, but the total thus far 1s considerably
higher than the 1990 projection Because of that, the Commission feels that the
ongoing projection of $21,000 per student should be adjusted upward to about
$33,000 The State University has suggested that a figure of $35,000 per FTES be
used, but the Commussion 18 using a number slightly lower than that to reflect both
the stringency of available funding and the related probability that economies will
be demanded of everyone in the future That number ($33,000) suggests that the
space necessary to enroll an additional 47,547 FTE students by 2005-06 should
cost $1,569 1 million to construct and equip, or about $142 6 million per year for
the 11-year penod beginming in 1995-96 Thus assumes that all projected growth
will occur on existing campuses  Should construction begin on the new Ventura
site, the annual cost will grow slightly, probably to the $145 to $150 rullion per
year range In round numbers, the Commission estimates $145 mullion per year
over the next ten years for planning, construction, and equipment

In addition to these growth costs, there is the need to maintain the existing plant, a
category that covers such items as periodic renovations, seismic retrofits, confor-
mity with the Americans with Disabilities Act, upgrading of codes, and the re-
placement and upgrading of infrastructure Currently, the State University re-
ports that it has an inventory of 23 2 million assignable square feet of space of all
types When such self-supporting activities as housing and student unions are
deleted from the list, the total 1s reduced to 20 3 million The replacement value
of these facilities would vary somewhat depending on the type of facility being
replaced, but it 1s probably reasonable to assume a cost of $250 per assignable
square foot From that, and assuming a 30-year useful life span for State Univer-
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sity buildings, the annual capital outlay cost -- excluding routine maintenance ac-
tivities -- of keeping the existing plant in good condition would be $169 2 mullion
To contrast this figure with another, the State University esimates the current
value of its physical plant to be $7 billion Dividing that by 30 -- the estimated
useful life of buildings -- produces an annual need of $233 3 mullion per year This
contrasts to the State University’s funding requests of $503 2 mullion per year
between 1995-96 and 1999-00 for all purposes, with only about a fourth of that
identifiable for growth, leaving an ongoing renovation, reconstruction, reparr, and
maintenance budget -- the amount unrelated to growth -- of $377 4 million

These numbers provide a considerable range of opinion on the cost of keeping the
existing physical plant in good working order -- an annual need of between $169 2
and $377 4 million -- but simultaneously help to define the parameters of the prob-
lem In the long run, the Commussion believes that a number of about $200 mul-
lion, 1n today’s dollars, is probably close to the real need In the short run, howev-
er, the backlog of projects that should have been undertaken in prior years, exacer-
bated by the deferred maintenance problem that has certainly reduced the useful
hife span of numerous buildings, causes the Commussion to think that a lugher number
of about $250 million per year over the next five years is reasonable In the suc-
ceeding five years, the $200 mullion figure should become operative, unless it, too,
1s forced higher by a continued deferral of projects

The total need comes to $392 6 mullion per year over the next five years, with a
reduction to $342 6 milhion per year through 2005-06, all in today’s dollars Nor-
mal price inflation, of course, will drive those costs higher

The Commission’s projection for the University of Cahfornia shows a headcount
enrollment of 195,167 students in Fall 2005 Given the historical relationship be-
tween Fall Term headcount and annualized FTES, that number translates to 182,268
FTES, which is an increase of 29,945 FTES, most of which will be at the under-
graduate level

Exasting total bulldout capacity at the University of California 1s estimated in Dis-
play 59 Although the Commission has estimated existing physical capacity to be
154,152 FTES, the buildout capacity, based on the Umiversity’s Long Range De-
velopment Plans (LRDP’s) is projected to be 184,500 FTES on 1ts eight general
campuses, which permits expansion of 30,348 FTES, virtually all of it on six cam-
puses The Commission’s enrollment projection, however, indicates that space
will be needed for only 178,423 FTES, excluding the San Francisco campus, or
growth of 29,945 FTES from the 1993-94 FTES of 148,478 Unfortunately, and
as Display 60 on page 96 indicates, 1t will only be possible to expand the Universi-
ty’s capacity to 176,523 FTES by 2005-06 -- assurming there 1s no tenth campus 1n
operation by that time -- which leaves a space deficit of 1,900 FTES After 2005-
06, there will still be some room to expand the existing general campuses by about
another 8,000 FTES, those campuses cannot accommodate the full measure of
projected growth prior to 2005-06, however, because there are limits on the speed
at which any campus can grow, a limit of about 800 FTES per year



In 1990, the Crossroads re-

DISPLAY 59  Physical Capacity Linntations at the Umversity of port assumed that a tenth
Califorma for 2005-06, as Determined by Approved Long-Range campus would have to be
Development Plans built, with an opening enrotl-
ment of 3,520 FTES, If the
Headcount Students Full-Time-Eamvalent Students

Under- Under- projected enrollment was to

Campus graduats  Graduate Total greduate  Graduste  Total be accommodated Given
Berkeley 20,000 8700 28,700 19,400 8,700 28,100 the data in Display 60, which
Davis 20,000 5,000 25000 19,696 5,000 24,696 show that all but 1,900 of the
Irvine 20,000 5,000 25000 20,000 5,000 25,000 projected FTES can be en-
Los Angeles 22,300 8,700 31,000 20,962 8700 29,662 rolled, the tenth campus re-
Riverside 14,400 3600 18000 14,005 3,600 17,605 mains something of an open

San Diego 20,000
Santa Barbara 16,000
Santa Cruz 12000
Totals 144,700

Source Unversity of Califorma, Office of the Presadent.

question for the near term In
5,000 25000 19,680 5,000 24,680 the long run, 2005-06 and

4000 20000 15776 4000 19776 per 1t seems hkely that 2

3,000 15000 11981 3,000 14981 tenth campus will be needed,
43,000 187,700 141,500 43,000 184,500 but the probability remains
that the exasting general cam-
puses will be able to enroll
all, or almost all, of the stu-
dents projected to desire ad-
mission in the next ten years, through 2005-06 This is particularly true if actual
enrollments are closer to the low alternative enrollment projection than to the
baseline projection

The Commussion estimated the start-up cost of the tenth campus (for 3,520 FTES)
at $209 2 mullion in 1990 With a normal cost progression of 3 percent per year,
the comparable cost for 1995-96 should be about $242 5 mullion, which would
probably be spread out over a five- to seven-year peniod, and perhaps longer

About the only thing that could change the decision about a tenth campus would
be if the State decided to place a greater emphasis on graduate education The
enrollment projection in Chapter Three of this report was concerned with under-
graduate students, the graduate division as a whole was projected by the Demo-
graphic Research Unit of the Department of Finance (as reported 1n the Commus-
sion’s enrollment projection) to increase from 40,831 to 42,237, an increase of
only 1,406 students compared to an undergraduate increase 1n the baseline projec-
tion of 30,658 If the State determined that greater numbers of advanced degrees
were needed, and therefore a greater number of graduate students, there could be
sufficient overflow from the exasting campuses to warrant a second look at the
time schedule for the University’s San Joaquin campus, which will be located at
Lake Yosemite near Merced

As noted above, the Commussion believes that an additional 29,945 FTES need to
be served by 2005-06, 28,045 FTES of which could be enrolled on existing cam-
puses -- a difference of 1,900 The remainder will have to be included in a tenth
campus, by greater efficiencies in space management, by temporary overcrowd-
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DISPLAY 60  Comparison of 1993-94 Unversity of Caltformia FTES
Enrollmenis to Long-Range Development Plen (LRDP) Limits and Enrollment
Projections through 2005-06 (Excluding the San Francisco Campus)

ing, or by the creative
uses of technology
For the purposes of
this estimate -- and
with the caveat in the

Smulated Amnual )

199394 200506  Difference Average  CPEC preceding paragraph

FTER Earollment from FTES Enrolliviert U ed
Campus Enrollment' LRDPlimi Dmtnbution® 1993-94  Growth' Projection® % -- the COThT;USSltOI‘l ltSla

assuming that a tent

Berkeley 28,103 28,100 28,100 -3 0 - = campus wll not enroll
Davis 21,383 24,696 2469 3313 276 - ~  any students during
Irvine 15,916 25,000 21,563 5,647 471 - - the ten-year penod of
Los Angeles 31,118 29,662 31,000 -118  -10 - - the projection Al-
Ruverside 8,201 17,605 13,848 5647 471 - - though it 1s possible
San Diego 16911 24,680 22,558 5647 471 - .. that some funds will
Santa Barbara 17,053 19,776 19,776 2723 227 - . be spent for planning
Santa C 9793 14981 14981 5188 432 and construction of
anta Cruz 2 > SRS =298 == = = that campus prior to

Totals 148,478 184,500 176,523 28,045 2337 178,423 1,900

1
tion

the CPEC projection evenly

no campus will grow by more than 800 FTES in any given year

Each campus does not grow by exactly thus amount each year Growth tends to accelerate in the later
years of the projection, 1n part due to stronger growth in the last six years of the projection compared to
the first sx years, and in part because as campuses reach therr LRDP hmstatons, growth must be spread
ameng fewer campuses, thereby causing those campuses to grow at faster rates.

This 15 a conversion to FTES from the Commussion’s baschne Fall Term headcount enrollment projec-

Includes health sciences on peneral campuses bul excludes the entire San Francisco campus
assumption 13 that there will be no growth 1n health sciences systemwade over the course of the projec-

The 178,781 FTES m 2005-06 15 & simulation based on distnbuting each annual growth increment m

2005-06, the primary
assumption 1s that
some combination of
other factors will pro-
vide for the unserved
1,900 FTES, and that
the true space need
will therefore be for
about an additional
28,000 FTES

The

over all campuses that are below their LRDP himitations It 13 assumed that

tton The San Francisco campus 13 excluded,

Source  UC, 1994b, CPEC St1aff Analysis
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If actual enrollment
experience tends to-
ward the low alterna-
tive projection, then
the final-year enrollment projection falls by 9,192 FTES by 2005-06, which has the
effect of deferring any consideration of a tenth campus to beyond 2005-06, and
also generating lower rates of growth on the six general campuses where growth
remains possible

Building facilities for these students will require five of the eight general campuses
to reach therr LRDP limitations by 2005-06 This includes Berkeley and UCLA,
which are already at approximately their LRDP limts and are not projected to
grow further At present, the Irvine, Riverside, and San Diego campuses have
strong potentials for further growth, yet none should reach its LRDP ceiling by the
end of the projection Less growth is possible at the Davis, Santa Barbara, and
Santa Cruz campuses, and all should reach their ceilings within the next ten years

In 1989 and 1990, both the University and the Commussion examined the potential
costs of this expansion with some care, concluding then that the cost of expansion



should come to $183 9 million per year to build space for an additional 30,716
FTES over a period of 15 years. Of that 30,716 FTES total, $1 0 billion was
projected to be needed for only 3,520 FTES on a presumed tenth campus, with the
remaining 27,196 students enrolling on existing campuses  Such numbers pro-
duce costs per FTE student, in 1990 dollars, of $19,159 per year for 15 years for
the imtial startup of the tenth campus, and $4,284 per student per year for those to
be enrolled on existing campuses These numbers should reasonably be converted
to 1995 dollars by employing changes in the cost indices provided by the Engi-
neering News Record (ENR) At an average inflation rate of 3 0 percent per year,
that should increase costs by 15 9 percent over the five-year period, thereby indi-
cating a cost of $4,965 per FTE student per year Assuming the University needs
to provide space for an additional 28,000 FTES, the annual cost would be about
$140 million

It should also be noted that the cost figures cited above are not comparable to
those discussed earlier for the community colleges and the State University The
University projected 1ts cost on an annualized per-student basis, while the other
systems compute total cost figures that are not spread out over a pertod of years
As a result, the University’s cost figures appear to be lower, when 1n fact the
actual costs of creating space 1n that system tend to be higher than in the others

According to its latest capital outlay budget, the University 1s requesting an aver-
age of $145 2 million per year for capital outlay over the next five years, virtually
none of which is for expansion As the University notes 1n its most recent capital
outlay request

Given the uncertainty of enrollment growth at this time, the State has not
been willing to support capital funding for projects dependent on projected
growth The funding requests scheduled in the University’s capital pro-
gram as presented in this document reflect this position Proposed projects
that were planned to support enrollment growth above current levels have
been deferred to the end of the five-year planming period or beyond No
new academic program improvement projects are introduced for 1995-96
funding in this capital proposal We continue to hope that in the future the
State wall support the enrollment needs of California, and the University
continues to plan for that eventuality and will remain ready to accelerate
projects necessary to meet that need at the earliest opportunity (UC 1994b,

p 3)

The 1995-96 request covers such items as renovations, seismic upgrades, code
improvements, and the selective relief of overcrowded conditions, but contains
little for enrollment growth

The Commission doubts that $145 muilion per year will be enough to keep the
University’s total physical plant in good condition, but since no other estimates
are available, and probably cannot be created without a large expenditure of time
and resources, the Commission has settled on a round number of $300 million per
year for all purposes, with equal shares of $150 mullion each devoted to the main-
tenance of the existing physical plant, and expansion
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Summary The cost estimates discussed above fall into two categones those needed for on-
going maintenance, renovation, remodeling, upgrading, and conformity with chang-
ing health and safety codes unrelated to enrollment growth, and those directly
attributable to enrollment increases A summary of the estimated costs is shown in
Dusplay 61 for both the baseline and low alternative enrollment projections

The ongoing maimtenance category often contains many discretionary elements,
projects that are needed at a certamn time, but which could be deferred if absolutely
necessary Unfortunately, so many projects of this type have been deferred, par-
ticularly in the communuty colleges, that tune is runming out, and the point is being
reached where further delay will cost more money in the long run, and could result
in the disruption of campus activities in the short run The Commission believes
that an annual capital outlay appropnation of about $625 million per year (CCC -
$225 million, CSU - $250 mullion, UC - $150 mullion) for these purposes 1s reason-
able, and will permit the 137 campuses that comprise California pubhic lugher edu-
cation to maintain their vast physical infrastructure in good condition

The second category 1s for enrollment expansion, which the Commussion estimates
should cost $400 mullion per year (CCC - $105 nmullion, CSU - $145 mutlion, UC -
$150 million) over the next ten years

The numbers in the preceding two paragraphs indicate needs of $330 mullion, $395
million, and $300 million per year for the Commumnity Coileges, the State Universi-
ty, and the University, respectively The total 1s $1,025 million per year Sums of
that magnitude have been expended only once in the State’s hustory, n 1993-94
($906 7 mullion was appropnated that year), and the failure of the bond 1ssue 1n
June 1994 suggests strongly that 1t is unlikely that such amounts will again be

DISPLAY 61 A Summary of Annual Projected Capital Qutlay Costs in Califorma's Three Public
Higher Education Systems (in Millions)

A B c D E F
Totals
Costs to Costs to
Accommodate Accommodate
Enrollment Enrollment Low
Costs to Growth Growth (Low Baseline Alternative
Mawmtam the (Baseline Alernative Enrollment Enrollment
Exsting Enrollment Enrollment Projection Projection
System Phvaical Plant Projection) Projection) (B+C) (B+D}
Cahformia Communmty Colleges $225 $105 $45 $330 $£270
Califorma State Umversity 250 145 99 395 349
Umversity of Califormia 150 150 104 300 254
Totals $625 $400 $248 $1,025 $873

Source CPEC siaff analysis
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available in the near future That problem, which may more properly be termed a
dilemma, suggests the need for a discussion of the State General Fund and possi-
ble capital outlay funding sources, bonds 1n particular The discussion of those
1ssues follows in Chapters Six and Seven of this report

As noted in the preceding sections, much of the need for capital outlay funding has
Iittle to do with enrollment growth, but 1s needed only to maimntain the existing
physical plant in good condition Such maintenance involves penodic renova-
tions, code upgrades, infrastructure repairs, and the replacement of buildings that
no longer serve a useful purpose For these purposes, the total cost 1s estimated at
$625 million per year

In the baseline projection, it appears that another $400 mullion will be necessary
to enroll the 455,190 students (Fall headcount) expected to desire admussion Yet
the low alternative proposes growth of 330,035 students When measuring FTES,
the baseline projection anticipates growth of 295,488, while the low alternative
produces growth of 213,401

In the Community Colleges, the baseline projection indicates a need to find space
for about 100,000 FTE students The low alternative, assuming efficiencies and
productivity increases, envisions a need to find space for 47,000 FTES, or about
half of the baseline projection Given this relatively modest growth, the Commus-
sion assumes that only 10,000 FTES will be enrolled i new facilities, most of
which have already been favorably recommended by the Commussion, with the
remaining 37,000 FTES to be enrolled on existing campuses Given the costs
discussed in the community college section above, that translates to $44 5 mullion
per year for expansion, and $269 5 mullion for the total

At the Califorrua State University, the low alternative enrollment projection re-
duces the need for additional space from 47,547 FTES to 27,562 Given the cost
estimates detailed above, which indicate a need for $145 mllion per year for the
next ten years just for growth, the growth factor under the low alternative would
be reduced proportionately to $99 mullion per year The total would be $349
million annually

At the University of California, the baseline projection, with adjustments, antici-
pates growth of 29,945 FTES between 1993-94 and 2005-06 The low alternative
suggests growth of 20,753, vartually all of 1t on six existing campuses (all but
Berkeley and UCLA) The baseline estimate was for $150 mullion per year for
growth, the low alternative suggests a proportional decrease to $104 million per
year The total comes to $254 mullion annually

Overall, the low alternative enrollment projection produces a low alternative cap-
ital outlay projection of $872 5, which is only a reduction of 14 9 percent from the
baseline estimate
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Resources: Can California Afford
to Expand?

Introduction In recent years, various attempts to develop long-range General Fund revenue and
expenditure projections have been more or less unsuccessful For example, n its
Fall 1990 report, the now defunct Commussion on State Finance (COSF) offered
the projection shown in Display 62 Also shown in that display are actual General
Fund revenues and transfers from 1990-91 to 1993-94, estimated revenues for the
current year, and the Governor’s Budget projection for 1995-96 Given the latest
Governor’s Budget numbers, General Fund revenues and transfers in the current
year alone are $12 1 billion less than projected only five years ago For the five-
year period that includes 1990-91 through 1994-95, revenues fall short of projec-

tions by $35 4 bullion
In spite of the pitfalls, however, pohcy makers often find long-range projections
usefill, and forecasters and planners consequently attempt to provide them Fur-
ther, since there 1s general agreement that plan-
ning is beneficial, 1t 1s inevitable that long-range
DISPLAY 62 Commussion on Siate Finance's economic and fiscal forecasts will continue to
(COSF) 1990 Forecast for General Fund Revenue be created In that spint, because i1t 1s the
Jor the Years 1990-91 to 2000-01(in Milhons) State’s long-range planning agency for higher
Fiscal Year COSF Projection ~ Actual/ Projected  Dufference education, and because any viable plan must in-
1990-91! $42,026 $38,214 -$3,812 tegrate growth with resources, the Commussion
1991-92 44,194 42,026 2,168 has endeavored to forecast General Fund reve-
1092.93 47531 40,946 6,585 nues and expenditures for the interval covered

by this planning exercise -- the ten years be-

1993-54 30,774 40,095 -10,679 tween 1995-96 and 2005-06 In doing so, it 15
1994-95 ; 54,499 42,353 -12,146 important to inform the readers of this report as
1995-96 38,758 42,538 -16,220 to the methodology employed This 1s particu-
1996-97 63,344 N/A N/A larly important at the present time, since no
1997-98 68,395 N/A N/A State agency 1s currently attempting to develop
1998-99 73,918 N/A N/A long-range General Fund revenue or expend:-
1999-00 80,075 N/A N/A ture projections, although State Controller
2000-01 26.830 N/A N/A Kathleen Connelit has indicated that her office
Total Difference, 199091 to 1995-96  -$51,610 will develop projections n the future

1 This was an estimate at the time

2 1995-96 Governor’s Budget estmate Methodology for the General Fund

3 1995-96 Governor’s Budget projection revenue projections

Sources Govemor’s Budgets, COSF, 1990 Any forecast depends equally on the vahdity of

the mathematical model employed and the as-

101



DISPLAY 63 Historical Relationship
Between Personal Income and General Fund
Revenue, 1975-76 and 1995-96

General Fund
Per Capita General Fund  Taxes per $100
Personal Revenue! of Personal
Fiscal Year Income (Millions) Income
1975-76 $6,934 $9,050 606
1976-77 7,630 10,781 644
1977-18 8,339 12,950 695
1978-79 9,365 14,188 663
1979-80 10,523 16,904 691
1980-21 11,688 17,808 641
198]1-82 12,341 19,053 611
1982-83 13,418 19,567 588
1983-84 14,122 22,300 623
1984-85 15,392 25,515 642
1983-86 16,338 26,974 625
1986-87 17,114 31,331 677
1987-88 17,870 31,228 6 30
1588-89 18,753 35,647 670
1985-90 19,671 37,248 650
1990-91] 20,606 36,828 596
1991-92 20717 40,072 631
1992-93 21,320 39,197 587
1993942 21,517 38,548 564
1994-95% 22,088 40,867 574
1995-96* 23,136 41,585 548
1975-76 to 1993-94 Average 633

| Includes only revenues from taxes Other income to the Gen-
eral Fund ncludes “Regulatory Taxes and Licenses,” Servic-
es to the Pubhic pooled money investments, royalties from oil
and gas lesses, rentals, fixed msset sales, and miseellaneous
There are also “Transfers & Loans,” wiuch mclude mmor rev-
enues from dozens of special funds and other sources

2 Esumate This compares io the most recent UCLA Business
Forecasting Project Personal Income estimate of $21,891

3 Estimate This compares to the most recent UCLA Business
Forecasting Project Personal Income estmate of $23,170

4 Esumate This compares to the most recent UCLA Business
Forecasting Project Personal Income estmate of $24.504

Source Governor's Budget, 1995-96, UCLA Business Forecasung Progect,
December 1994
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sumptions that shape it The model used by the
Comrmusston emerged from an analysis of possible
economic analogs to General Fund spending Cer-
tainly, many possible economuc indicators are avail-
able, including Personal Income, Taxable Sales,
Labor Force growth, Gross State Product, Resi-
dential Buiiding volume, and even Gross Domestic
Product In analyzing the correlations between
General Fund growth and several of these indices,
the Commussion found strong correlations for sev-
eral indicators, and even stronger correlations
among the indicators themselves (e g the relation-
ship between Gross State Product and Personal
Income 1s almost one to one) This analysis re-
vealed that the strongest correlation to the General
Fund over a long period of time (15 to 20 years)
was from Personal Income growth, and while oth-
er indicators could have been used along with Per-
sonal Income 1n a multiple regression analysis, the
addition of other variables did not improve the re-
hability of the model to a level sufficient to justify
the increased complexity Accordingly, the Com-
mission chose to use a simple regression model to
project General Fund revenue based only on Cali-
forma Personal Income

Others have found the analog between the Person-
al Income and the General Fund to be strong For
example, the 1995-96 Governor’s Budget plotted
that relationship back to the 1960s in terms of “Tax-
¢s per $100 of Personal Income ” Display 63 shows
the past 20 years and indicates that total tax re-
ceipts to the General Fund have only varied between
a hugh of $6 95 per $100 of Personal Income and a
low of $5 64, although the Governor’s Budget calls
for a new low of $5 48 1n the 1995-96 budget year
-- a number that could go lower 1f the Governor’s
proposed income tax cuts are approved The aver-
age for the 20-year penod since 1975-76, exclud-
ing the current and budget year projections, 1s
$633

The 1dentification of thus relationship between Per-
sonal Income and the General Fund led the Com-
mission to create Displays 64 and 65, which not
cnly indicate the closeness of the relationship be-



DISPLAY 64 Historical Relanonship Between Personal Income Growth and General Fund Growth, 1979-80

Personal Index
Fiscal Year Income! Value
1979-30 $261,445 100 0%
1980-81 294,985 112 8%
1981-82 322,375 123 3%
1982-83 345,409 132 1%
1983-84 377,770 144 5%
1984-85 414,396 158 5%
1985-86 447114 171 0%
1986-87 479,150 183 3%
1987-88 513,850 196 5%
1988-89 552,850 211 5%
1989-90 595,500 227 8%
1990-91 626,300 239 6%
1991-92 651,100 249 0%
1992-93 675,150 258 2%
1993-94 699,250 267 5%
1994-95 748,900 286 4%
Average Annual Increase (15 Years)

to 1994-95 (in Millions of Dollars)

Percent

Change
N/A
12 8%
93%
71%
94%
% 7%
79%
72%
72%
76%
7 7%
52%
40%
3T
36%
71%

73%

General
Fund
Revenue?

$17,984 6
19,023 1
20,960 3
21,2332
23,809 5
26,536 1
28,0722
32,5189
32,5339
36,952 9
38,749 5
38,213 5
42,026 5
40,946 5
40,095 4
42,3526

Pers Inc

Growth

Exceeds

Index Percent General
Value Change Fund’
100 0% N/A 0 0%
105 8% 58% 6 7%
116 5% 10 2% 58%
118 1% 13% 11 9%
132 4% 12 1% 91%
147 50% 11 5% 7 4%
156 1% 58% 9 6%
180 8% 15 8% 1 4%
180 9% 00% 8 6%
205 5% 13 6% 2 9%
215 3% 4 9% 3 7%
212 5% -14% 12 7%
233 7% 10 0% 6 6%
227 7% -2 6% 13 4%

222 9% -2 1% 20 00%
2355% 56% 21 6%

5 9%

1 Personal income data arc normally reported by calendar year These figures are therefore averaged between two calendar years (e g
1979-80 = [1979+1980)/2)

2 Includes transfers

3 This 1s & cumulative total After 15 years, Personal income has grown 21 6 percent more than General Fund revenue Had the General
Fund grown at the same rate, 1t would have produced $51 5 badlion in revenue in 1994-95, $9 2 billion more than was actually collected

Sources Govemnor's Budgets, UCLA Business Forecasting Project, Commussion staff analysis

tween the two -- over the 15-year period examined, there was a correlation coeffi-
ctent of 95 between Personal Income growth and overall General Fund revenue
growth (1 0 representing a perfect one-to-one relationship, or parallel lines) -- but
also suggests that California’s current tax system tends to produce revenues at a
slower pace than economic growth generally This fact 1s also indicated by the
duminishing amount of taxes per $100 of Personal Income, as noted in the previ-
ous paragraph Over the past 15 years, Personal Income has grown by an average
of 7 3 percent per year while General Fund revenues have grown at only a 59

percent annual rate

103



DISPLAY 63 Comparison of Growth Rates for California Personal Income and the State General

Fund, 1979-80 to 1994-95
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Had revenue growth been consonant with Personal Income growth, 1994-95 rev-
enues to the General Fund would have been $9 2 billion lugher

The reasons for the General Fund’s increasing variance from Personal Income
growth are probably at least twofold, and relate to California’s two primary reve-
nue sources, the personal income tax and the sales tax

*

First, the personal income tax indexing system, whereby tax rates are reduced
each year by the rate of inflation, may actually be producing tax cuts At present,
there are broad discussions within the Federal Bureau of Labor Statistics, which
publishes the Consumer Price Index (CPI) and various other inflation indices,
to determune 1f the CPI does not overstate inflation If1t can be shown that the
real rate of inflation 1s less than indicated by the CPI -- some analysts believe
the CPI may be about 0 5 percent too high -- then an adjustment in the indexing
of California’s income tax -- “de-indexing” -- may be warranted

The second factor concerns the sales tax  Over the past two decades, and per-
haps longer, California’s economy has changed from a manufacturing to a ser-



General Fund
revenue estimates

General Fund
expenditure
estimates

vices ortentation, yet the sales tax applies only to the sale of tangible objects, a
fact that leads to a number of anomalies As an example, if one purchases a
lawn mower, sales tax 1s paid, but if one hires a lawn service, there 1s no tax
Similarly, if one purchases a software program to compute mncome taxes, sales
tax is paid If one hires an income tax service, no tax 1s paid These examples
could be repeated many thousands of times, with the examples becoming more
numerous 1n the future Given the fact that most of California’s future eco-
nomic expansion will probably lie in the services area, and the fact that Califor-
ma’s tax structure does not recogmze service activity, the gap between Person-
al Income and sales tax revenue -- and hence General Fund revenue -- will
probably grow

For this report, the Comnmssion has constructed a mathematical model based on a
regression analysis that offers a probable range of General Fund income on an
annual basis over the next 10 years Vanous statistical tests on these data indicate
confidence levels for the data based on the historical correlation, the most impor-
tant of which 1s the “standard error,” a statistical measure of deviation from the
mean The independent variable in this model 1s Personal Income, which means
that if the Personal Income projections prove to be accurate, it 1s likely (95 per-
cent confidence level) that General Fund Revenues and Transfers wiil fall within
the range shown in Displays 66 and 67 on pages 106-107 The Personal Income
projections are from the UCLA Business Forecast for 1995, as adjusted for the
effect of existing law, which eliminates the top brackets of the State income tax
beginning in the 1996 calendar year According to the Legislative Analyst, this
provision, which “sunsets” the top income tax brackets, will reduce General Fund
revenues by just under two percent annually

Durning the “Great Recession” of the past four years -- 1990-91 through 1993-94
-- General Fund revenue was almost flat, growing by only 0 9 percent per year
By companson, between 1979-80 and 1989-90, growth averaged 8 0 percent per
year For this projection, 1t 1s estimated that the General Fund will grow by an
average of 5 2 percent per year

General Fund expenditure projections are considerably more difficult to project
than revenues The General Fund supports a very wide vanety of activities, many
of which are dependent on caseload levels (including K-12 and higher education
enrollments), changes in State and federal law, court decisions, voter initiatives,
loan revenue, and budgetary expansions or contractions determined solely by the
availability of revenues Duning the most recent four years, expenditure rates were
relatively unstable in comparison to previous years, with wide swings in the bud-
gets for State Operations, Corrections, Education, and Health and Welfare Spend-
ing for the public schools and community colleges was partially protected by the
Proposition 98 funding guarantees, but even there, shifts in the allocation of prop-
erty tax funding had a multi-billion dollar impact on General Fund spending in that
area
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The estimating methodology

DISPLAY 66 General Fund Revenue Forecast, 1994-95
t0 2005-06 (in Milhons of Dollars) In endeavoring to assess the

Fiscal Year

1994-95
1995-96
199697
1997-98
1998-99
1999-00
2000-01
2001-02
2002-03
2003-04
2004-05
2005-06

Personal
Income

$683,000
715,500
782,300
819,800
869,300
931,600
982,800
1,038,300
1,098,700
1,168,900
1,248,300
1,329,400

Average Annual

Change

1 Revenue projechons have been reduced to reflect the elimination of the high-income tax
brackets after the 1995 calendar year The amount of the reductions, as estimated by the

Change Projection' Chan Ran, a
Lhange Lrrojecthion Lhange Aange

availability of funding for Cal-

General Fund Revenuies and Transfers iforma higher education, the

Percet Basebne  Percent  LowEndof HighEndof Commission, of necessity, has
had to examune other major

NA §42,400  N/A 340,620 $44,180 expenditure categories that

48% 43,800 33% 41,961 45639 depend on General Fund fi-
93% 46,700 66% 44,739 48,661 nancing This examination has
48% 48,500 39% 46,463 50,537 involved a number of conver-
60% 50,900 49% 48,763 53,037 sations with agency represen-
72% 54053 62% 51,783 56323 tatives to ascertain their views

on future expenditure levels,
although 1t should be added
that no one was willing to be

55% 56,604 47% 54227 58,981
56% 59449 50% 56,952 61,945

58% 62,392 50% 59,772 65,011 quoted, and that many refused
64% 65923 57% 63,155 68,691 to discuss the matter at all
68% 69945 61% 67,008 72,882 The Commussion has also ex-
65% 73,967 58% 70,861 77,073 amined historical expenditure
patterns for several large cat-
6 2% 5§29, egories and agencies This did

not, and could not, involve a
detailed projection of lkely

Legislative Analyst, are $300 muthon n 1995-96, $800 milion in 1996-97, $900 milion spending for every agency and
n 1997-98, and $1 bilhon 1n 1998-99  In subsequent years, the effect has been measured program, but it was possible

by reducing the projection by 19 percent per year

Source Personal income projection UCLA Business Forecast, December 1994, General Funid projecton,
CPEC staff analysis plus Office of the Legnslative Analyst for revenue adjustroents noted m the footnote.
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to select the major expendi-
ture programs, develop a
number of alternative scenar-
ios for therr future resource
needs, and then aggregate all
other programs into a single
category and produce a projection for that category In this way, it 1s possible to
develop several possible patterns that General Fund spending could take in the
next decade

Each year, the Commission publishes Fiscal Profiles, a statistical compendium of
State expenditures with a particular emphasis on tugher education (CPEC 1994b)

Within its pages are historical arrays of General Fund expenditures, enrollment
levels, comparisons with other states, bonded debt, population growth, and many
other items The first display in this report has always been a summary of General
Fund spending arrayed across nune budget categones, and 1t was these rune cate-
gones, shown in Display 68 on page 108, that formed the basic template for the
Commisston’s projection Unfortunately, the instability of recent State expend-
ture patterns has made the use of regression analysis (straight-line projection) prob-
lematic at best In stable times, 1t 1s relatively easy to compute an annual rate of



DISPLAY 67 |Projected General Fund Revenues, 1994-95 to 2005-06, with High and Low Ranges

|Generall'nndltcvenue(“ouﬂ$)’

Source Bq:h‘yﬁ&

$80,000
$75,000
$70,000
$65,000
$60,000
£55,000
$50,000

$45,000

- High Alternative

Baseline Projection

$40,000

.
.
i
S TE R :

1994-95 1996-97 1998-99 2000-01 2002-03 2004-05

Low Alternatrve

Fiscal Years

change for various expenditure categones, develop a regression line for those ex-
penditures, and then project that line for into the future Display 68 shows actual
expenditures in various categories for the most recent four years, the current esti-
mates for 1994-95, and the budget figures for 1995-96

Display 68 makes it clear that straight-line projections based on only a few years of
data are not hkely to yield rehable results To offer just one example, spending 1n
the “Legslative, Judicial, and Executive” category grew 20 1 percent between 1990-
91 and 1991-92, then fell 16 2 percent the following year, then fell another 6 5
percent In 1994-95, it i1s projected to grow by 3 1 percent and then by 58 9 per-
cent 1n the budget year, primanly due to a proposal to increase State support for
local trial courts

In looking further back, however, the expenditure tracks become somewhat more
stable, and when the annual percentage changes are then adjusted to reflect cur-
rent thinking from the agencies themselves, it becomes possible to project future
expenditures with a modicum of confidence Thus 1s particularly true of large ex-
penditure categones such as elementary and secondary education, since Proposi-
tion 98 provides something of a control on expenditure levels, as well as a guaran-
teed minimum However, even that has been upset recently by a number of State
adjustments, particularly the decision to replace some State support with property
tax funding -- it could be upset further depending on the outcome of various court
challenges to past State actions Then, when a number of the small expenditure
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DISPLAY 68 Actual and Projected General Fund Expenditures, 1991-92 to 1995-96 (in Milhons

of Dollars)
Legis State and  Business Youth &
Judicial Consum. Trans, Health and Adult K-12 Higher Orher Govt
Jear Executive Services Housmng Resources Welfare Correc Education Educauon' Serv Totals

1990-91 §$1,3460 $2760 $1357 $7850 $13,376 8 $2,6669 $14,2654 $58325 $1,3868 $40,0712

1991-92 1,616 7
199293  1,3555
1993-94 12678
1994-952 1,306 6
1995-962 2,076 8

2853 1786 7458 13,6800 3,0492 16,4160 58312 11,5005 43,3033
2725 1984 7326 13,0845 3,0326 16,2661 4,9203 9620 40,8243
2811 2260 6677 13,2823 3,383.3 14,4808 4,6806 6882 38,9579
3226 2932 8362 14,0421 36668 152512 5,1044 8582 41,6813
3472 3238 8254 11,3882 3,7039 16,1997 52678 15986 41,7315

Year to Year Percentage Changes

1991-92 20 1%
1992-93 -16 2%
1993-94 -6 5%
1994-952 31%
1995-962 58 9%

5-Year Chg 91%

34% 316% -50% 23% 143% 151% 00% 82% 3 1%
45% 111% -18% 44% 05% 09% -156% -359% -5 7%
32% 139% -839% 15% 116% -110% -49% -285% -4 6%
147% 297% 252% 57% 84% 53% 91% 247% 70%
77% 104% -13% -189% 10% 62% 32% 863% 01%

47% 190% 10% -32% 6 8% 2600 -20% 29% 08%

1 Some of the reduction in General Fund support was due to shifts from State support to property tax support for the Community Colleges
These included a $430 mullion shift in 1992-93, $327 mullion in 1993-94, and $220 mullion n 1994-95

2 Estimated

Source CPEC, 1994a, Governor’s Budget, 1995-96
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categories are aggregated into “Other Governmental Functions,” the projection
problem becomes more manageable

General spending assumptions

The Commnussion has derived three possible scenanos for General Fund spending
over the next 10 years, which are presented later in this chapter To denve them,
the Commusston has made a number of general and specific assumptions The
general assumptions that apply to all three spending scenarios are as follows

¢ The current tax structure will stay in place, with the exception that the top
brackets of the State income tax will be eliminated as of the 1996 taxable year,
as provided by existing law The Governor’s tax reduction proposal, on the
other hand, has not been included, since 1t has not yet been approved by the
Legislature, or by the people (the Governor has suggested a statutory initiative
if the Legislature does not approve the tax reduction program) The Constitu-
tional Revision Commussion is also considering a number of tax changes, but
none of those proposals is reflected in the Commussion’s projection

* The State’s current debt of $4 billion will be repaid over four years This 1s



The baseline
SCenarto

based on the fact that the 1995-96 Governor’s Budget proposes to repay $1,025
mullion n 1995-96 In reality, the Governor’s Budget anticipates the repayment
of the entire $4 billion owed to external sources, but borrowing from “Other
Internal Sources™ 1s expected to make up the difference

K-12 spending 15 the largest expenditure 1n the State budget, and one for which
a mmimum level of spending is “guaranteed” by the State Constitution through
passage of Proposition 98 Assuming General Fund growth over the next ten
years follows the Commussion’s projection, K-12 spending should follow the
“Test Two” requirements of Proposition 98 That test will result in K-12 edu-
cation securing a slightly larger share of General Fund revenue than at present

That share could grow dramatically, however, if the growth m property tax
revenues weakens from the relatively strong projection that was developed by
the Rand Corporation and that has been used for this expenditure estimate (Shires,
1995) The mechanics of Proposition 98 are discussed in detail in Appendix B

Spending for the Department of Corrections will be held below some of the
more expansive predictions that have envistoned annual increases as high as 21
percent, but will stil show annual increases of about 12 percent overall The
alternative scenarios suggest a range between 10 and 15 percent, and are influ-
enced by the possibility of more or less federal financing, the accuracy of felony
conviction projections, and the success or faillure of vanous efficiency and cost-
cutting measures

The large amounts of funding anticipated from the federal government to reim-
burse the State for the costs of illegal immgration will, for the most part, not be
received, although federal contributions will increase in the near term Much of
the increased federal revenue will be directed to incarceration costs

Other proposals in the 1995-96 governor’s budget, such as the shift in tnal
court funding and most of the major reductions in the Health and Welfare bud-
get are not reflected 1n the projection due to the large number of circumstances
that will be necessary to implement them These include favorable court rul-
ings, federal appropriations, and action by both Congress and the Cahforma
Legislature The Commuission has no opinion on the adwisability of the pro-
posed changes, or the probability of their implementation, they are not inciuded
m the projection only because they have not yet occurred

The Commission’s three General Fund spending scenarios are shown 1n Displays
69 through 71, and explained in the subsequent three sections

1 Actual and estimated spending for 1993-94 and 1994-95 has been drawn from

the Governor’s Budget for 1995-96 Subsequent years, including 1995-96, are
based only on the projections, and not on the Governor’s proposals for the
1995-96 budget year

2 For Health and Welfare, spending rates have been declimng n recent years

There are clear indications that health spending 1s being more closely controlled
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DISPLAY 69 Projection of General Fund Expenditures, 1995-96 to 2005-06 (Baseline Projection)

Year

1995-96
1996-97
1997-98
1998-99
1999-00
2000-01
2001-02
2002-03
2003-04
2004-05
2005-06

Health and
Woelfare

Amount
{Millions)

$14,814
15,629
16,418
17,174
17,886
18,548
19,197
19,869
20,565
21,285
22,029

Pct
Che.

55%
55%
51%
4 6%
42%
37%
35%
35%
35%
35%
35%

State Operation
Other Govt.
Corrections K-12 Education! Higher Education Functions Totals
Amount Pet. Amoum Pt Amount Pct Amourt Pet. Amount Pct.

{Milbons) Chg  (Milhons) Che (Millions) Che (Milhons) Che  (Milhons)  Che
$4,052 105% $16,178 6 1% $5,313 41% $4,684 20% $45,041 81%
4,494 109% 17,028 53% 5525 40% 4,758 20% 47434 53%
5,001 113% 17,102 04% 5,746 40% 4,833 20% 49,101 35%
5,586 11.7% 17,886 46% 5976 40% 4,909 20% 51,532 50%
6,257 120% 18,905 57% 6,215 40% 3,988 20% 53,251 33%
7,008 120% 19738 44% 6,526 50% 4,067 20% 55887 50%
7,849 120% 20,662 47% 6,872 53% 4,149 20% 58,729 51%
8,790 120% 21,618 46% 7,257 56% 4,232 20% 61,767 52%
9,845 120% 22,757 53% 7,685 59% 4316 20% 65,169 55%
11,027 120% 24,049 57% 8,161 62% 4,403 20% 68,924 58%
12,350 120% 25,342 50% 8,692 65% 4,491 20% 72904 538%

1 Includes the Department of Educaton and various other non-Proposibon 98 expenditures

Source Governor's Budgets, CPEC staff analyms
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by both governmental action and market forces, and that congressional and
State action will reduce the rate of increase in welfare expenditures in the next
several years In spite of these prospects, considerable upward cost pressure
continues to exast The Commussion’s conclusion 1s that the annual growth rate
for the past nine years (5 5 percent) will continue for the next two years, then
decline for the next three years to the rate over the past six years (3 7 percent),
and finally move to 3 5 percent, just above the projected annual rate of change
in the Consumer Price Index (3 3 percent)

For the Youth Authonty and Corrections, the average annual spending increase
for the past eight years was 10 S percent Discussions with the Department of
Corrections indicate that this is probably reasonable for the short term, although
expenditures could be shightly higher (see High Expenditure Alternative) In
subsequent years, however, expenditures are expected to grow to 12 0 percent
per year as the effects of “Three Strikes” become more noticeable Even ths,
however, 1s substantially less than estimates as high as 15-20 percent per year
that have been widely predicted in the wake of the “Three Stnkes” initiative

The downward adjustment i8 due in part to the inherent difficulties associated
with such rapid growth -- the time required to construct prisons and hire and
train large numbers of personnel -- but also because caseload increases appear
to be lower under the “Three Strikes” law than onginally forecast by the De-
partment of Corrections The baseline scenario assumes annual expenditure
increases starting at 10 5 percent per year, increasing gradually to 12 O percent



by 1999-00, then continuing at 12 0 percent through 2005-06

4 As of 1993-94, total K-12 spending (slightly more than Proposition 98 local
assistance funding), represented 34 2 percent of General Fund expenditures In
this baseline scenario, it is assumed that General Fund K-12 spending will grow
according to Test Two of Proposition 98 (Appendix B) Such a scenario n-
creases K-12’s share of the General Fund from 1ts current level of 36 0 percent
of General Fund expenditures (1994-95) to 39 7 percent in 2005-06 Thus rela-
tively modest increase in K-12’s share of General Fund expenditures 1s made
possible by the projected strong growth in property tax revenues that are pro-
jected at 6 O percent per year by 1998-99, 7 0 percent per year by 2000-01, and
8 0 percent per year for 2004-05 and 2005-06 Should this growth not maten-
alize, it 1s possible that there will be increased pressure on the General Fund
Should local tax growth be stronger, of course, the converse would be true

5 State support for Higher Education has grown by an average of 4 1 percent
over the past fifteen years, but only 2 3 percent over the last 10 years, n the
past five years, 1t has declined by an average of 1 8 percent per year The Gov-
ernor has proposed a “Compact” for higher education that will increase expen-
ditures by 4 0 percent per year for the next four years For this projection, the
Governor’s 4 O percent figure has been used through 1999-00, followed by a
gradual increase to 6 5 percent to reflect stronger projected enrollment growth
after 1999-00

6 The “Other Governmental Functions™ category has declined by an average of
3 1 percent per year for the past five years, a phenomenon the Commussion
believes cannot continue indefinitely Nevertheless, the Commussion believes
this category will probably grow at less than the rate of inflation over the next
ten years, so a rate of 2 0 percent has been chosen, which 1s just shghtly above
the annual growth rate for this category over the past ten years (1 5 percent)

7 The State’s current $4 billion debt represents a special circumstance 1n this pro-
jection The Governor’s Budget anticipates repayment of $1,025,000 in the
budget year It 1s assumed that the debt will be retired over a four-year period,
with the result that $1 0 billion has been added to the “Other Governmental
Functions” category for the years 1995-96 to 1998-99

The baseline scenario for the next 10 years shows General Fund revenue exceed-
ing the baseline expenditure projection by $1 1 billion ($74 0 billion - $72 9 bil-
lion) by 2005-06 It also exceeds the high alternative revenue projection for that
year, $77 1 billion, by $4 2 billion, but falls short of the low alternative revenue
projection by $2 0 billion This range -- a $4 2 billion surplus to a $2 0 billion
deficit -- by the projection’s final year, 2005-06, suggests that further economues,
favorable court decisions, or increased revenues may be necessary to finance es-
sential State services, including the enrollment increases projected for higher edu-
cation over the next ten years

As of 1995-96, 1t may appear that the $1 1 billion surplus in the General Fund noted
in the previous paragraph is generous, especially in light of the austerity of the past
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Low Spending

five years It should be remembered, however, that such an amount constitutes
no more than a prudent reserve, and one that could be wiped out by a single natu-
ral disaster, an adverse court decision, or an erroneous expenditure projection, cir-
cumstances with which Californians are familiar Further, the $1 1 billion repre-
sents only 1 4 percent of projected General Fund revenue for 2005-06

fa—

Alternative
Assumptions

Actual and estimated spending for 1993-94 and 1994-95 has been drawn from
the Governor’s Budget for 1995-96 Subsequent years, including 1995-96, are
based only on the projections, and not on the Governor’s proposals for the
1995-96 budget year

For Health and Welfare, this alternative assumes that efforts to reduce spend-
ing for Health and Welfare will be more successful Possibly aided by Congres-
sional action to give states more flexibility, as well as by various cost-control
measures, this alternative assumes spending increases will slowly dechine from
5 0 percent per year to 3 0 percent

For Corrections and the Youth Authority, this alternative assumes that various
cost cutting measures will be successful, and that spending growth will conse-
quently increase from 10 O percent to 10 5 percent by the turn of the century,
then level off at 10 5 percent for subsequent years

DISPLAY 70 Projection of General Fund Expenditures, 1995-96 to 2005-06 (Low Alternative)

Year

1995-96
1996-97
1997-98
1998-99
1999-00
2000-01
2001-02
2002-03
2003-04
2004-05
2005-06

Healith and
Welfare

Amount
(Millions)

$14,744
15,452
16,163
16,874
17,583
18,286
18,981
19,664
20,333
20,983
21,613

Pt
Chg.
50%
4 3%
4 6%
4 4%
42%
4 0%
38%
36%
34%
32%
30%

State Operatien
Other Govt
Corrections K-12 Educationt Higher Education Functions Totals
Amount Pat Amourt PcL Amount PeL Amournt PeL Amount Pa

{(Milhons) Chg (Millions} Chg  (Millions} Che  (Milhons) Chg {Milhons} Chg.

$4,034 100% $16,178 61% $5313 4 1% $4,684 20% $44,952 8 1%
4,491 101% 17,028 53% 5,525 40% 4,758 20% 47254 51%
4,967 102% 17,102 04% 5,746 40% 4,833 20% 48811 33%
5,434 103% 17,886 46% 5976 40% 4,909 20% 51,129 48%
6,043 104% 18905 57% 6,215 40% 3,988 20% 52,733 3 1%
6,647 105% 19,738 44% 6495 45% 4,067 20% 55233 47%
7,299 105% 20,662 47% 6,820 50% 4,149 20% 57910 48%
7999 105% 21,618 46% 7,161 50% 4,232 20% 60,674 48%
8,751 105% 22,757 53% 7,519 50% 4,316 20% 63,676 49%
9,556 105% 24,049 57% 7895 50% 4,403 20% 66,886 50%

10,416 105% 25342 54% 8,289 50% 4,491 20% 70,151 49%

1 Includes the Department of Education and vanous other non-Proposihon 98 expendrtures

Source Governor’s Budgets, CPEC siaff analysis



High Spending
Alternative
Assumptions

4 For K-12, 1t 15 assumed that Proposition 98 will not be amended If that turns
out to be true, and California’s economy continues to expenence the modest
economic growth projected by the UCLA Business Forecasting Project, then
there is reason to believe that Test Two will be applicable throughout the pro-
jection Given that, and the fact that non-Proposition 98 education spending at
the elementary and secondary level 1s projected to grow by no more than a very
modest 2 0 percent, the low alternative projection 1s the same as the baseline
projection

5 For Higher Education, costs could be reduced if efforts currently under way to
mcrease productivity are successful In addition, varous technological appli-
cations could have a greater impact 1n the early years of the next decade than
they do at present, and could produce additional efficiencies at precisely the
time that large enrollment increases are anticipated to occur Further, if fees
continue to increase, or other factors such as budgetary constraints become
more evident than envisioned 1n the baseline projection, enrollment could more
nearly approximate the Commussion’s low alternative enrollment projection
Accordingly, the spending projection is reduced to 5 0 percent annual growth
for the final five years of the projection

6 The “Other Governmental Functions” category remains unchanged in this al-
ternative at 2 O percent annual growth, since 1t 15 already at less than two thirds
of the rate of inflation

7 Debt repayment is a set obligation of the State of California There is conse-
quently no change in the projection that the $4 billion in Revenue Anticipation
Warrants (RAW’s) will be repaid over four years

The low alternative spending scenario for the next 10 years shows General Fund
expenditures of $70 2 billion 1in 2005-06, which 15 well wathin the baseline reve-
nue projection of $74 8 bilhon. Such a scenano would permut California to fund
numerous program improvements in education and elsewhere, and perhaps even
to retire a portion of bonded debt or to place certain capital outlay functions on a
pay-as~you-go basis It should be noted, of course, that if the low alternative rev-
enue prejection turns out to be closer to reality, the $4 8 bullion surplus created
by the low spending alternative would be reduced to a minuscule $710 mllion,
which is less than required for a prudent emergency reserve

1 Actual and estimated spending for 1993-94 and 1994-95 has been drawn from
the Governor’s Budget for 1995-96 Subsequent years, including 1995-96, are
based only on the projections, and not on the Governor’s proposals for the
1995-96 budget year

2 For Health and Welfare, this alternative assumes that various efforts to reduce
spending will not be as successful as in the other scenarios, and that spending
will continue at historical rates that are considerably above inflation The aver-
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DISPLAY 71  Projection of General Fund Expenditures, 1995-96 to 2005-06 (High Alternative)

Year

1995-96
1996-97
1997-98
1998-99
1999-00
2000-01
2001-02
2002-03
2003-04
2004-05
2005-06

Health and
Welfare

Amount
(Millions)

$14,885
15,763
16,677
17,628
18,615
19,639
20,699
21,796
22,930
24,099
25,304

Pet.
Che

6 0%
5 9%
58%
57%
5 6%
55%
54%
53%
52%
51%
50%

State Operation
Other Gowvt
Corrections K-12 Educaticnt Higher Education Funcuons Totals
Amount Pct. Amount Pot. Ameunt  Pat, Amourt  Pet. Amount Pct

(Milhons) Chg =~ (Milhons) Chg (Millons) Chg (Mihons) Che,  {Milhions)  Chg
$4,070 110% 516,178 61% $5314 41% $4,648 10% 545,094 84%
4534 114% 17,049 54% 5473 30% 4,684 10% 47,503 53%
5,069 11.8% 17,122 04% 5,637 30% 4,721 10% 49,227 36%
5,688 122% 17,907 46% 5806 30% 4,758 10% 51,787 52%
6,404 126% 18926 57% 5981 30% 3,79 10% 53,722 37%
7,237 130% 19,759 44% 6,166 3 1% 3,834 10% 56,635 54%
8,207 134% 20,685 47% 6,363 32% 3,872 10% 59826 56%
9,339 138% 21,641 46% 6,573 33% 3911 10% 63,261 57%
10,665 142% 22,781 53% 6,797 34% 3,950 10% 67,122 61%
12,222 146% 24,073 57% 7,035 35% 3990 10% 71418 64%
14,056 150% 25366 54% 7,288 36% 4,029 10% 76,043 65%

1 Includes the Department of Education and venous other non-Proposihon 98 expenditures

Source Governor’s Budgets, CPEC staff analyms
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age annual increase in this category over the past 10 years 15 6 4 percent, a 6 0
percent rate is assumed for 1995-96, which 1s reduced more slowly than in the
other alternatives, ultimately reaching the level of 5 0 percent annual increases
by 2005-06 Such increases are all above the predicted rate of inflation of 3 3
percent

For Youth and Adult Corrections, this alternative assumes that cost cutting
measures will not be successful, and that incarceration rates will not only be
high but that annual increases will increase markedly over the course of the
projection Based on discussions with Department of Corrections’ analysts,
and 1n light of hustorical trends, a rate of 11 0 percent for the first year has been
chosen, which grows to an annual rate of increase of 15 0 percent by 2005-06
This projection 15 more in hne with the Rand Corporation study (Greenwood,
et al, 1994), which suggests that Youth and Adult Corrections could occupy
as much as twenty-one percent of the State budget by 2004-05, compared to
mne percent in 1995-96. Should thus alternative be accurate, Corrections spend-
ing would equal 18 4 percent of General Fund expenditures by 2005-06 A
crucial ingredient in this projection is the assumption that funds will be made
available to construct a sufficient number of prisons to house both the inmates
and the personnel who will need to be hired to supervise them If such funds
cannot be provided, it 15 possible that other alternatives would come into play,
such as further overcrowding in existing facilities, greater use of county jails, or



Relability of the
projections

perhaps court orders that might negate portions of the “Three Strikes” law and
result in the release of some prisoners Such measures could reduce the rate of
cost increases considerably

4 The high alternative for K-12 spending assumes the same numbers for Proposi-
tion 98 as in the baseline and low alternative scenarios The only change 15 in
the non-Proposition 98 K-12 category, which is projected here to increase by
3 O percent per year instead of the 2 O percent projected in the other alterna-
tives The effect of this change, however, 1s virtually insignificant in compan-
son to total K-12 spending

5 For Higher Education, and because of pressures from Health and Welfare and
Corrections, it is assumed that the Governor’s “Compact” will be eroded down
from 4 0 percent to 3 0 percent through 1999-00, then increase very slowly due
to the surge of students anticipated to desire enrollment 1n 2000 and thereafter
Because of the high spending requirements 1n other sectors, this “High Alterna-
tive” actually produces a reduction 1n postsecondary education spending

6 The “Other Governmental Functions” category 1s also decreased from a 2 0
percent annual growth rate to only 1 O percent, again due to higher spending on
Health and Welfare and Corrections The primary pomt for both Higher Edu-
cation and Other Governmental Functions 1s that overall spending cannot ex-
ceed revenue to any significant degree, thus, while thus 1s a hugh spending alter-
native, 1t is a selective one

7 The debt repayment is a set obligation of the State of California There 15 con-
sequently no change in the projection that the $4 billion in Revenue Anticipa-
tion Warrants will be repaid over four years

The high spending alternative scenario for the next ten years shows General Fund
expenditures exceeding the baseline revenue projection by $2 0 billion ($76 0 bil-
lion - $74 0 billion) by 2005-06 If the high revenue alternative 1s matched to the
high expenditure alternative, there should be a surplus of $1 0 billion, barely enough
for a prudent reserve If the low revenue and high expenditure projections are re-
alized, the deficit in 2005-06 would be $5 2 billion

It hardly need be emphasized, of course, that much could happen to change these
projections So many variables are involved in the projection of any spending or
revenue scenario that the only certainty 1s that the projection will be in error by
some unspecified amount Yet there 1s some hope that at least the revenue projec-
tion will be within a tolerable range of variance As noted earlier, 1t 1s based on
Personal Income growth, which has been a relatively dependable indicator of Gen-
eral Fund revenue 1in Cahfornmia That hustory makes 1t probable that reality will
approximate the projection over the full ten-year range of the projection

Expenditures are less predictable since they depend so heavily on the vaganes of
human decisions Yet even for expenditures, there 1s something of a ludden con-
trol, for even if individual budgets oscillate from year to year, the totality of spending
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must ultimately be governed by the availability of revenues Unfortunately, there
is only one scenario under which public higher education will prosper over the
course of the next decade the possible combination of the high revenue and low
spending alternatives, which is unlikely For the next ten years at least, stringency
and austerity will probably be the operative words, not just for higher education,
but for most State services Even at that, however, and assuming economies and
perhaps new technologies can reduce the cost of education, there is at least a rea-
sonable chance that all of the students projected by the Commussion to desire at-
tendance can be enrolled and educated in a quality environment



7

Introduction

Option One: State
bonds -- either
general obligation
or lease payment

Capital Outlay Funding:
A Discussion of Options

Even if General Fund revenues are available to hire the faculty and provide for the
education of several hundred thousand additional students, however, there will still
be an additional need for capital outlay funding to build the bwildings and provide
the infrastructure for a quality educational experience As great as is the challenge
on the operations side of the budget, the challenge to finance capital outlay needs
may be greater From the discussion in Part Five of this report, 1t appears that
about $1 billion per year, in today’s dollars, will be needed to fully finance higher
education’s capital needs in two categories (1) maintaiuing the existing physical
plant, and (2) constructing sufficient facilities to educate the projected enrollment
growth of 455,190 students that is expected to occur in the next ten years If the
Commission’s low alternative enroliment projection of 330,035 turns out to be
more accurate, then capital outlay needs could be lowered, but probably by no more
than $150 mullion per year. Yet even if capital requirements turn out to be sever-
al hundred milhion dollars per year lower, an annual need of $700 to $800 million
would still represent a substantial challenge to the Governor, the Legislature, and
the people of California 1n an era of fiscal stringency, moderate revenue growth,
and growing debt service to retire previously sold bonds In this section of the
report, the Commussion discusses a number of possible financing options

Traditionally, California has funded the construction of its physical infrastructure
from many different revenue sources. For streets and highways, revenues have
come from gasoline tax revenues, federal highway trust funds, and some local
bonding efforts, general obligation bond 1ssues have occasionally been used, but
principally for mass transportation projects In most other areas, including prns-
ons, elementary and secondary schools, higher education, and parks, general obl-
gation bonds have been popular For tugher education 1n the years between 1966-
67 and 1987-88, revenue from tidelands o1l leases was available to provide some
of the needed support -- funds were deposited 1n the Capital Qutlay Fund for
Public Higher Education (COFPHE), generally known as the “coffee fund” -- al-
though supplements from bond funds or the General Fund were common In those
22 years, a total of $967 8 millhon was drawn from the tidelands o1l source In all,
in the 29-year period since 1965-66, and excluding 1994-95 because of the failure
in June 1994 of Proposition 1C -- a $900 million bond issue -- higher education
has received $12.9 billion in funds for the construction of facilities and infrastruc-
ture, as indicated in Display 72 Of that total, $6 5 billion came from the State,
with over four-fifths of that from bonds There has been hittle assistance from the
federal government, and virtually none since the early 1980s Private fund raising
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DISPLAY 72 Capital Outlay Expenditures in Califormia Public Higher Educanon, 1965-66 to

1993-94
Source of Funds (in Millions of Dollars)
Other Other Non- CCC
State GO State Federal State Distnict
Segment COFPHE' Bonds® Bonds’ Funds* Funds® Funds Toual
University of Cahfornia $3550 81,2703 39444 31079 $49362 N/A  $76138
Califorruia State University 4242 993 9 38l1e6 94 4 28508 N/A 3,244 9
Califorma Commumty Colleges 188 6 578 8 8385 259 N/A 4173 20491
Totals $9678 $2,8430 $2,6645 $2282 $57870 $4173 $12,907 8
29-Year Annual Average $334 $98 0 £919 $79 $1996 $144 $445 1

1 Capital Outlay Fund for Public Higher Education The final appropnation from this fund occurred in 1987-88

2 General Obligation Bonda Due to the fallure of Propombon 1C m June 1994, 1994-95 expenditures are not meluded

3 Lease-payment bonds authonzed by the Legislature for specific purposes

4 Pnncipal source was the Higher Education Facihties Act of 1966

5 Bequests and donations from private cithizens, foundations, and corporabons

& These funds, which include only those used to match State funds, ceased to be sigmficant afier the passage of Propesition 13 in

1978

Source Fiscal Profiles, 1994
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has grown considerably in recent years, with the University of Cahforma raising
most of it (85 3 percent)

Since 1976, the voters of California have approved a total of $2 5 billion in general
obligation bonds for tugher education, as shown in Display 73  Annual capital
outlay appropriations for higher education over the past 15 years, with funding
sources, are shown in Display 74 on page 120

It is evident from Display 73 that voter resistance to the continuing sale of bonds 1s
growing, although the reasons for that resistance are not entirely clear For three
straight bienneal elections from November 1986 to June 1990, the voters agreed to
the sale of between $450 and $600 mullion in General Obligation (GO) bonds In
1990, a $900 bond 1ssue was proposed, with half of that amount to be subnutted in
June and the other half in November The first election proved successful, but the
second resulted 1n the first defeat of a bond 1ssue since the 1960s In June 1992,
however, the voters again registered approval by a narrow margin, but followed
that with a refusal to issue bonds for any purposes in the June 1994 prnimary elec-
tion It was in that election that the voters defeated a K-12 bond 1ssue for the first
time 1n the State’s history Accordingly, the continuation of bond financing for
higher education facilities should be examined carefully, from the points of view of
both pohtical wviability and fiscal prudence  Whether or not the people of Califor-
nia will approve general obligation bond 1ssues 1n the future 1s uncertain, but if the
State decides to propose them, it should at least be confident that the proposal
itself 1s a fiscally responsible act



DISPLAY 73 General Obligation Bonds Approved by California Voters Since 1976

Amount Approved Ampunt Disapproved

Month and Year of the Election by the Voters by the Voters Systern’!
November, 1976 $£150,000,000 CCC
November, 1986 400,000,000 CCC/Csu/ucC
November, 1988 600,000,000 CCC/CSU/uC
June, 1990 450,000,000 CCC/CSU/UC
November, 1990 $450,000,000 CCC/CSU/UC
June, 1992 900,000,000 CCC/CSU/UC
June, 1994 900,000,000 CCC/CSu/uC
Totals $2,500,000,000 £1,350,000,000

1 CCC = Califorma Commumty Colleges, CSU = The Cahformie State University; UC = University of California

Source Office of the Secretary of State

On the 1ssue of responsibility, 1t is arguable that mamntaiing and expanding infra-
structure through debt financing should be avoided, since it iewvitably makes the
“purchase” of bulldings or other physical facihities more expensive  Such an argu-
ment, however, 1f ngidly followed, would have made the construction of vast ar-
eas of the educational enterprise impossible to finance, with the result that many
thousands of students would not have been educated, important research not con-
ducted, and commumnties not served in countless ways The result would not only
have been a dimunution 1 cultural nchness, it would undoubtedly have resulted in
a contraction in economuc productivity as well

There is, on the other hand, an important lesson to be learned from the federal
government’s lengthy exercise in deficit spending ongoing, recurring, or perma-
nent programs should not be financed with borrowed money, since such programs
become excessively expensive, and wath inflationary pressures, constantly increase
their costs 1n an unending spiral By the same token, 1t 1s reasonable to finance
programs or projects that have defined and limuted life spans, such as buildings,
since the debt incurred to finance construction can be retired over the hfe of the
structure It will almost certainly cost more in the long run, but if there 1s a degree
of price mflation while the debt 1s being repaid, which there has been since the
Great Depression, the actual cost in “real dollars” will be reduced

For these reasons, 1t can be stated with confidence that debt in and of itself 1s
neither good nor bad, it depends almost entirely on the circumstances When
considening debt for the construction of public facilities, there is also a circum-
stantial element The principal stated above -- that debt should be used for caprtal
construction on the grounds that it can be retired duning the life of the facility -- 1s
normally sound fiscally, but trouble can ensue if the need to construct facilities
becomes a permanent obligation over a long period of time In such a circum-

119



DISPLAY 74 Capital Outlay Expenditures in Califorma Public Higher Education, 1980-81

to 1994-95 (000s)
Universitv of Calrforma Californa State University Califormia Commumtv Colleass
Gen Gen Gen
Oblig Other Other Obhg Qther Other Oblig Other Other

Jear Bonds Bonds' Funds’ Bonds Bonds' Funds* Bonds Bonds* Funds®

1980-81 $1,340 $5,050  $37,740 50 $8 321,284 $0 $0 $18,142
1981-82 4,009 0 8,012 0 315 16,581 0 649 4,970
1982-83 506 0 14,070 0 2,210 11,755 0 494 10,076
1983-84 0 0 7,147 0 1,951 8,075 ] 34 10,726
1984-85 89,742 0 40,274 0 -28 18,116 0 6 7,231
19835-86 096,748 0 44,969 0 17910 35,113 0 270 48,547
1986-87 20,923 0 3,519 59,294 27,927 5,307 32,371 0 9,532
1987-88 128,373 29,858 0 63,776 36,808 5,820 31,746 18,134 4,316
1982-89 192,154 56,282 0 118,603 0 1,165 70,539 0 4 827
1989-90 42,722 102,497 0 115395 71,513 14,991 39,873 69,980 5,959
1990-91 105,710 112,624 0 82,126 129815 3,761 93,364 97.605 0
1991-92 59,038 144,391 0 32,322 110,229 1,530 9,535 03,089 0
1992-93 94,394 106,643 0 131,535 92,535 4,045 113,912 0 0
1993-94 193,424 95,364 0 149982 90,031 12,095 161,198 263,709 0
1994-95 830 4.886 0 0 28,870 0 0 14324 0

Totals $1,030,413 $661,595 $164,731 $753,033 $610,094 $159,638 $552,538 $558,294 $124,326

1 Includes both State lease-payment bonds and some special fund financing

2 Other funds consist pnmanly of the Capital Outlay Fund for Public Higher Education (COFPHE) and some federal funds Of the total
in “Other Funds,” for all three systems, only $1,767,000 (0 4%) 15 from the federal government

3 Includes COFPHE funds and local district funds The community colleges recerved no federal money dunng the period shown  Total
COFPHE funds $88,103,000, Total distnct funds $36,223,000

4 For 1994-95, the Legtslature appropnated $160 8 mullion for the University of Cahforma, $125 4 mullion for the Califorma State
Umversity, and $180 3 mullion for the Califorma Community Colleges When Proposition IC lost, the June 1994 General Obligation
bond 1ssue ($900 million), these appropnations were virtually eliminated

Sources CPEC, 1994b and Govemor's Budget, 1995-96

stance, retired debt is simply replaced by larger debt Eventually, government may
find that the debt itself has become a mountain that cannot be moved in the ab-
sence of severe reductions in other areas of the budget This 1s, more or less, the
dilemma currently facing the President and Congress with regard to the annual
federal deficit and the national debt, and, without restraint, could become the di-
lemma facing policy makers in Sacramento In addition, at least for state govern-
ments, excessive debt can also have the effect of lowering credit ratings, which
raises interest rates and makes the debt even more difficult to finance
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Option Two:
Local bond issues

Appendix C presents a more detailed exposition of the 1ssues surrounding bonded
debt, and projects possible debt levels out to the year 2015, the analysis indicates
that it s unrealistic to believe that Cahforma can sell more than $2 0 to $2 5 bil-
lion 1n bonds per year in today’s dollars It also shows, based on a survey by the
Legislative Analyst, that California has a total capital outlay need for about $5 4
billion per year, excluding transportation costs, since highway construction and
maintenance are funded aimost entirely from gasoline tax revenues The Analyst
lists lugher education’s share at $1 3 billion, or about a fourth of the total The
Commission believes higher education’s needs are lower than this, about $1 0 bul-
lion per year, but even with that lower number, 1t 1s clear that lugher education’s
needs cannot be met (n their entirety by bond sales This 1s true regardless of wheth-
er voter-approved general obligation bonds or legislatively authorized lease-pay-
ment bonds are used, although somewhat more money could be raised by general
obligation bonds, since debt service 1s lower Ifhigher education recetved a fourth
of total bond proceeds, it should produce an annual amount of $500 to $600 mul-
hon Such an amount is somewhat more than the Governor proposed in the 1995-
96 Governor’s Budget as submitted in January ($339 6 million) Given the distr-
bution of those funds, however, with $160 9 million gong to the University of Cal-
iforma, $133 9 milhon to the Califorrua State Unuversity, and only $44 8 to the Cal-
iforria Commumty Colleges, 1t 1s clear that many needs will remain unmet, and 1t
1s by no means clear that the Legislature will agree to appropnate even that much
The unmet need problem 1s particularly severe in the Commumnity Colleges, since
all of the funds earmarked for that system will go only for equipment to open al-
ready constructed buildings No funds are available for renovations, replacement
of obsolete buildings, equipment replacement, retrofits, seismic repars, health and
safety projects, or enrollment growth For those projects, the Board of Gover-
nors submutted a $271 O mullion request for 1995-96, a request that was reduced
by nearly haif from the average of five-year plan projections submtted over the
previous three years

Local bond 1ssues are an option for commuruty college districts, although a hmited
one Local bond issues must secure a two-thirds majonty for approval, a support
level that has been achueved by only three districts in the past two decades and
perhaps longer At one time -- the Commussion’s records go back to 1965 and
show substantial local financing from that year through the mid-1970s when the
tax revolt began -- there was considerable local financing, much of which was used
to match State funds Unfortunately, the two-thirds voting requirement, in con-
cert with strong voter resistance to new taxes, has effectively foreclosed this op-
tion for at least the near term The Commussion has recommended that the “super-
majonty” requirement be lowered to no more than 60 percent and preferably to a
simple majonty, but even with a 60 percent requirement, passage of a large num-
ber of bond 1ssues would still be difficult (CPEC 1995, p 4)

Nevertheless, there is a substantial amount of local bonding capacity available
Section 15106 of the Education Code provides that any community college dis-
trict may 1ssue bonds up to a limit of 2 5 percent of its assessed valuation Cur-
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Option Three:
Mello-Roos
districts

Option Four; The

122

General Fund

rently, bonded debt in most districts is zero or negligible, so there is at least the
potential to address many district needs through local bonds As noted, however,
without a change 1n the State constitution, that potential will be difficult to real-
1ze

The Mello-Roos Community Facilities Act of 1982 permits special districts to be
created (known as Community Facilities Districts or CFD’s) for the purpose of
issuing bonds to finance the construction of public facilities needed by the distrct
Debts are serviced through tax levies on property located within the district No
bonds may be amortized for more than 40 years If a Mello-Roos district 1s formed,
erther by a petition signed by 10 percent of the proposed district’s voters or land-
owners, or by resolution of the local legislative body (e g the County Board of
Supervisors), a bond 1ssue can be proposed Like all local bonds, these bonds
must be approved by two-thirds of the electorate

There is an alternative to such an election however, and 1t 1s that alternative that
has made Mello-Roos districts popular in some circumstances If there are 12 or
fewer registered voters in the proposed district, which 1s not uncommeon 1n rural
areas, a two-thirds majonty vote of the landowners 1n the area 1s all that is re-
quired to 1ssue the bonds and approve the tax to retire the bonds Each landowner
involved gets one vote for each acre of land owned In some rural areas, such a
provision makes the funding of certain kinds of projects feasible, particularly be-
cause the taxes levied on the property to finance the bonds are specifically defined
as not being ad valorum taxes, this was done deliberately to ciccumvent the re-
quirements of Proposition 13

Mello-Roos districts have certain advantages, but as a practical matter, they can
only be used effectively in rural areas with few property holders, most of whom
agree to levy the taxes necessary for bond debt service In urban areas with large
numbers of voters, the difficulties encountered 1n obtaiming the two-thirds vote
are just the same as for a regular local bond 1ssue, but with the added problem that
Mello-Roos bonds tend to be sold for slightly lugher interest rates Accordingly,
however useful it may be in situations with uncommon circumstances, Mello-Roos
1s not a viable option for financing a significant percentage of community college
capital outlay needs

The Mello-Roos legislation has often been used to develop housmg subdivisions,
since there is often a simgle property owner (or only a few) who create the dis-
trict, sell the bonds for development, and then amortize the bonds through sales
to people who purchase homes Recently, the future of this techmque has been
rendered uncertain, since the Internal Revenue Service 1s exploning whether the
bonds 1ssued in this way are really municipal mstruments and therefore tax exempt
If IRS rules that they are not exempt, Mello-Roos bonds may lose what imited
popularity they now enjoy

In past years, small amounts of General Fund money have been appropnated to
the COFPHE Fund and then passed through to higher education 1In the present



Option Five:
Earmarking a
portion of General
Fund revenues

Option Six:
Higher taxes

Option Seven:
Lease-purchase
agreements

climate, however, the Commussion knows of no responsible individual, agency, or
group that is proposing to finance capital outlay through the General Fund In fact,
every estimate of General Fund expenditures developed over the past several years
makes almost no allowance for capital spending from that source for any purpose
(a total of $5 0 million in General Fund capital outlay spending 1s anticipated in
the current year, with $16 4 mullion proposed in 1995-96) Even for the support
budget, higher education’s share of the General Fund has dropped from a high of
17 7 percent in 1972-73, and a more recent high of 15 9 percent in 1984-85, to its
current level of 12 3 percent in 1994-95 (CPEC, 1994b) Accordingly, it 1s diffi-
cult to give serious consideration to the General Fund as a revenue source for lugher
education capital outlay

Proposition 98 is the best known example of earmarking, but the Commussion has
never considered the creation of set-asides to be a viable public policy, the Com-
mussion was the only State agency to adopt a formal resolution opposing the adop-
tion of Proposition 98 in 1988 Guaranteed funding levels have an obvious appeal,
but there are a number of problems inherent in the proposal, especially the fact that
spending “floors” often tend to become ceilings For capital outlay spending, 1t 18
not possible to determine needs by relying on percentages of a base, since capital
projects must be considered individually, and because spending varies so much
from year to year To create a set-aside for this purpose, especially if a similar
guarantee 1s not simultaneously made for the support budget, could well result in a
shortage of funds 1n one year and a surplus in another

In addition to this problem, the whole question of guaranteed funding 1s currently
under consideration by the Constitutional Revision Commussion, which may rec-
ommenad either the ehmination or modification of the process For capital outlay,
it appears not to offer a workable option

Given current political realities, the possibility of raising taxes at any level to sup-
port capital outlay must be considered virtually nonexistent Not only are higher
taxes not being proposed, there are strong proposals from the Governor to reduce
personal income taxes by five percent per year over the next three years -- for a
total of 15 percent by the third year -- and to reduce corporate income taxes from
the current 9 3 percent rate to 7 9 percent by 1988 Given those proposals, and
the considerable support they enjoy from the public, the possibility of increasing
taxes for any purpose, including capital outlay, cannot be seriously considered

From time to time, the possibility has been considered of contracting with private
developers to have the developers build the buildings, lease them to the college or
umversity i question, and then eventually turn the building over after some peri-
od of years This alternative could warrant some additional exploration, but it has
not been widely used in the past principally because it usually turns out to be an
even more expensive alternative than bond financing Nevertheless, and particu-
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Option Eight:
Private fund
raising

Option Nine:
State and Local/
Private Matching

larly in light of the Governor’s suggestion that some State functions might be pniva-
tized, this possibility might be explored further

As noted in Display 72, between 1965-66 and 1993-94, 85 3 percent of the funds
raised from private sources have accrued to the benefit of the University of Cali-
fornia, although the State University has been more successful in recent years than
in the more distant past In addition, most of the money raised by the University
of California has not been for regular academic buildings but for special projects
such as museums, theaters, student uruons, and athletic facilites The problem 1s
that donors often want recognition for their money, and that leads to earmarked
donations for special facilities that are not part of the academic core of the cam-
pus Most donors are unwilling to donate funds for projects that, however essen-
tial, have a rather mundane image (e g renovating a classroom building, constructing
faculty offices, building a new research laboratory) Significant sums have been
raised for such academic facilities as the new School of Business at Berkeley or
the engineering complex at San Jose State, but in most cases, private fund raising
has been employed as a supplement to a much larger share provided by the State
Even commumty college districts have been successful of late in getting private
developers to donate land for new campuses and educational centers, although
such donations are often made n the hope that the creation of a new community
college, constructed with State funds, in one section of a large development wall
enhance property values in the remainder of the development

Like many other fiind sources, private fund raising wall always have its place, but
it is unhkely that it will ever finance more than a small percentage of higher edu-
cation’s basic capital outlay needs statewide

Given the difficulty of meeting all of public ligher education’s capital outlay needs
from State resources, the idea of matching State resources with local or private
fund raising efforts might be considered State and local matching was relatively
routine for the California Community Colleges many years ago, but fell out of
favor after Proposition 13 made it very difficult to adjust property tax rates to
raise the local share Now, however, with severe constraints on all State funding
sources -- certainly including the General Fund and bonded debt -- and with a very
large untapped reservoir of local bonding capacity, the idea of matching State
funds with an equal share of local funds may become increasingly popular within
the community college system

Such a proposal might help secure passage of local bond 1ssues, since it could be
argued to local voters that the bonds they are approving will be enhanced by State
contributions Further, when statewide bond 1ssues are offered to the electorate
for approval, a similar argument of doubling the actual amount of the bond issue
might secure sufficient additional votes to gain overall approval for the measure
This 1dea 15 currently under active consideration by the Chancellor’s Office

For the two public university systems, local bond 1ssues are not an option, but at



Option Ten:
Student fees

Option Eleven:
More Intensive
Space Utilization

Option Twelve;
Year-Round
Operation

least at the University of California, the idea of matching private contributions with
State funds should probably be examined Potential contributors, not unlike local
voters, might find the idea of their funds being enhanced by the State to be worth-
while, and consequently offer gifts and bequests that nught not otherwise have been
obtained This idea may have less appeal to the California State University, since
its fund-raising efforts tend to be of a lesser magmitude than at the University of
Califorma, but it could lead to stronger fund-raising n that system as well

Few proposals for the financing of capital outlay are more controversial than the
suggestion that student fees be increased to provide for erther the construction or
the maintenance of the physical plant Given the increases in student fees over the
past four or five years, an additional fee for capital outlay purposes would be ex-
tremely unpopular In spite of that, and in the interests of considering every fi-
nancing possibility, the issue is discussed in brief Display 75 shows the amounts
various fee levels could generate if a third of the potential revenue was reserved
for fee waivers or other forms of financial aid for needy students It also assumes
enrollment losses of 2 percent of the projected FTES for each $100 of fees 1n the
Community Colleges, one percent 1n the State Umversity, but no attntion at the
Unrversity of Califormma  While such losses would probably be a short-run phe-
nomenon -- the “sticker shock” effect -- some students would undoubtedly be lost
permanently because of the fee

It is apparent from Display 75 that significant amounts of money could be raised
for the State University and the University, while very large sums would accrue to
the Commumty Colleges In the two-year system, a $300 fee -- $10 00 per unut --
would not only go a long way toward meeting most of the Community Colleges’
estimated needs over the next 10 years, it would still keep that system well below
national averages for student charges, and would also provide for a large amount
of student financial aid funding As noted in Chapter Five of this report, the Com-
munity Colleges’ projected annual capital outlay needs are about $330 mullion per
year A $10 per unit fee could provide just under half of that amount ($150 8 mul-
lion)

The Commission studied space and utilization standards in depth from 1987 to
1990, and found that Califorrua already maintains the highest utilization standards
in the nation (CPEC 1990¢) Nevertheless, there 1s evidence that many classrooms
and laboratories are not used intensively in the afternoons 1n particular, and 1n some
cases, in the evenings as well Greater utilization is a complex issue, but given the
great strain on capital outlay resources, it may be well to revisit the area to see if
greater efficiencies are possible

Year-round operation has been studied on numerous occasions since the 1960s,
and the conclusions have often been controversial All of the studies have con-
cluded that year-round operations will save money on the capital outlay side of the
budget, but those that have also examined the support budget side of the equation
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DISPLAY 75

Potennal Revenue 1o be Raised by a Facilities Fee at the Califorma Community

Colleges, the California State Umverstty, and University of Califorma, 1994-95

Full-Time-
Equivalent Annual Revenue
System Studernst Annua) Fee Raised!
Cahforma Commumnity Colleges® 802,251 $100 $52,413,732
200 102,688,128
300 150,823,188
400 196,818,912
The California State University? 238,106 $100 $15,714 966
200 31,112,458
300 46,192,476
400 60,955,020
Umiversity of Califorma 153,879 $100 $£10,258,595
200 20,517,191
300 30,775,786
400 41,034,382

1 1994-95 esumate for UC and CSU Fall 1994 estimate for the CCCs
2 One third of the revenue raised deducted for student financial ad

3 For each 3100 in fees, FTES enrollment 13 reduced by two percent

4 For each §100 in fees, FTES enrollment 13 reduced by one percent.

Source CPEC staff analysis.

Option Thirteen:

Technology

have concluded that the increase in support budget costs occasioned by small class
sizes during the summer term, and the replacement of student fee support with State
support, more than cancels any possible savings that may come about 1n capital
outlay spending Again, however, the strain on capital outlay budgets is so se-
vere that it may be useful to examine year-round operations further

Technological applications to higher education’s myriad functions have been un-
derway for years Computers have nearly revolutionized library and admistra-
tive functions throughout higher education, and have provided numerous enhance-
ments 1n both teaching and research laboratories It may be fairly stated that high-
er education as a whole is becoming increasingly comfortable with technological
applications, particularly computers, but it does not appear that such applications
have had a large impact on the efficiency and cost of education Thus far, it ap-
pears that technology has enhanced education, but not reduced its cost



Summary

The challenge for the future will be to find technological applications that can
maintain or enhance quality at the same time that they reduce cost This might
possibly occur through the use of multi-media mnstructional packages that will per-
mut students to advance at their own pace and possibly complete courses in less
time Such packages might also be useful for remedial education When used in
concert with either broadcast or cable television in the home or at remote loca-
tions, the need for facilities could be reduced

Interactive television is another possibility for reducing the need for facilities, and
possible reducing support budgets as well Up to now, most uses of instructional
television have tended to expand access rather than reduce costs, but it is clear
that much more study is needed to see 1if greater efficiencies are possible At this
point, various technological applications offer tantalizing prospects for both the
enhancement of educational quality and the reduction of cost, but they are 1n their
early stages of widespread application, and it cannot therefore be promised that
technology will alleviate many of higher education’s most difficult cost pressures
in the near future

These 13 techmques for increasing capital outlay funding, or lowering capital out-
lay requirements, are the only ones known to the Commuission, and many of them
are clearly unrealistic. Given a need of just over $1 0 billion a year for the next 10
years, or even a need somewhat below that, the Commission knows of no single
source that will provide the necessary funding Even taking several sources (e g
State bonds, local bonds for the community colleges, private fund raising, match-
g requirements, and even student fees), it will be exceedingly difficult to raise
the required resources to meet projected needs Among all the challenges facing
California in the next decade, the maintenance of a healthy infrastructure will prob-
ably remain among the greatest
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Appendix A

The California
State University
and the University
of California

Example:
undergraduate
demand at the
California State
University

Methodology of the Projections

The Commission’s 1995 model of projecting enrollment demand at the Califormia
State University and the University of California begins with estimates of first-
time freshmen and transfer students based on anticipated demographic changes
within California, lustoncal college-going rates, and projected increases in student
eligibility The flow of students from entry through final departure from each uni-
versity system was simulated using actuanal analyses that involve the use of “lfe
tables” as the basis for the study of continuation, attrition, and graduation rates
Because these life tables explicitly include the intake of new students, either as
first-time freshmen or undergraduate transfers, enrollment demand can be related
to projections of community college enrollment, and to the projections of public
high school graduates developed by the Department of Finance

The Commission’s model controls for four major sources of variation m enroll-
ment demand racial/ethnic group, age-group, level of admission (freshmen or trans-
fer), and college preparation (regular admit or special action admut) Based on the
interaction of these four variables, a total of 560 life tables were required n order
to project enrollment demand for the two systems The basic steps for projection
were

* Enumerating a base student population by racial/ethmc group, basis of admis-
sion, college preparation, and years of attendance (from entry through 12 years
for the State University and through seven years for the University)

* Applying annual continuation, graduation, and attnition rates to the base popu-
lation 1n order to obtain the number of students still enrolled one year later

* Adding in students who left the system without a baccalaureate but who later
re-enrolled in the system to continue their education

+ Adding the annual number of new admissions

¢ Repeating the process 16 times for the State University and 12 times for the
Umniversity 1n order to estimate enrollment demand through Fall 2005

Suppose that the California State University admitted 18,000 domestic students
as regularly admussible freshmen during the 1989-90 academic year Display A-1
on the next page provides continuation, attrition, and graduation rates in Columns
2 through 4 necessary to estimate re-enrollment demand Column 8 shows a sim-
ulated 12-year history of the 1989-90 freshman cohort If the State University en-
rolled the same number of freshmen each year, then by Fall 2000, and every year
thereafter, Column 11 shows that there would 75,054 undergraduate students en-
rolled in the system who originally entered as first-time freshmen This number 1s
verified by the matrix in Display A-2 on page 131 Since the Commussion’s mod-



DISPLAY A-1  Example of a Life Table for First-Time Freshmen at the Califorma State University

Columns
1 2 3 4 5 6 7 8 9 10 11 12
At year X
stll
emolled Lef CSU
Dud not atCSU  atyearx Eamed
Re-enrolled  re-enroll Earned without without aCsU
B3 &0 [T a8y carmanga  earmung  bachelor’s Year x
under- anundar~  bachelor’s  bachelor’s bachelor's  dogree and College
Continuation  Graduatom  Aitrition praduste. Zraduate. dogroo. dogree degree at year x. over year
Year Rate Rate Rate M) Qi) QM) It 4(x) d(x} Ix x
1 078 0000 0211 0789 0211 0000 18,000 3,798 0 75,054 1989-90
2 0 680 0 000 0109 082 0138 0000 14,202 1,962 0 57,594  1990-91]
3 0635 0 000 0450 0934 0660 0000 12240 810 0 43,392 1991-92
4 0 436 0050 0990 0 765 ¢156 0790 11430 1,782 900 31,152 1992-93
3 0272 0244 0030 0560 -0620 0502 8,748 -540 4,392 19,722 1993-94
6 0220 0122 0005 0568 -0180 0450 4,896 90 2,203 10,974  1994-95
7 0134 0082 0004 0498 0260 0528 2,783 =72 1,469 6,078 1995-96
g 009%  0.035 0003 0.58¢ -0.390 0459 1,386 -54 636 3,295 1996-97
9 0083 0010 0003 0701 0670 0232 804 54 186 1,909  1997-98
10 0072 0 008 0003 0643 0960 0261 563 54 147 1,106 1993-99
11 0061 0.008 0002 0496 099 0405 363 36 147 542  1999-00
12 0080 0 008 0002 0000 0200 0801 180 36 144 130 2000-01
Totals 0 568 0432

Note The totals of Columms 3 and 4 — Graduation Rate (0 568) and Attrition Rato (0 432) — acoount for all students, sunce they add 1o 100 percent.

Source Califorua Postsecondary Education Commussion 1995 Baselme Enrollment Demand Projecuon assumptions

130

The California
Community
Colleges

el assumes a different number of entering freshmen each year, the process would
have to be repeated 12 times to estimate demand for Fall 2000 and repeated 16
tumes to estimate demand for Fall 2005 By summung all relevant Life tables, total
undergraduate demand can be derived This same example could be applied to
the University of California, except that the University’s life tables would reflect
only a seven-year history, since 99 percent of new Unmversity students either grad-
uate or permanently discontinue their studies within seven years

In 1990, the California Community Colleges’ reporting system changed from a
census count to a term-end count of all students who completed at least one-half
unit of course credit or who attended a mumumum of eight hours of mnstruction (1 ¢,
positive attendance) in a non-credited course  Accordingly, the Commission’s pro-
jections required converting its community coliege database from a census head-
count to a term-end count, so that participation rates calculated by the Commus-
sion would match those rates calculated by the Chancellor’s Office and the De-
partment of Finance Because of the multifaceted mission of the community col-



DISPLAY A-2  Enrollment Demand Matrix for Undergraduates Entering the Califorma State University
as Freshmen

Year 198990 1990-91 1991.92

1
2
3
4
5
6
-
8
9

10
11

1992-93

1993-94

199453

18,000 18,000 18,000
14,202 14,202
12,240

18,000
14,202
12,240
11,430

18,000
14,202
12,240
11,430

18,000
14,202
12,240
11,430

1997-98
18,000
14,202
12,240
11,430

1938-99 199900

18,000
14,202
12,240
11,430

18,000
14,202
12,240
11,430

2000-01 20 01-02 20 02-03 20 03-04

18,000
14,202
12,240
11,430

18,000
14,202
12,240
11,430

18,000
14,202
12,240
11,430

18,000
14,202
12,240
11,430

8748 8748 8748 8748 B748 R748 8,748 8748 8748 8748 8748
48% 48% 48% 4896 4896 4,896 489 489% 489% 4,89%
2,783 2,783 2,783 2,783 2,783 2783 2,783 27783 2733
1386 1386 1,386 1,38 1386 1386 1386 1,386
804 804 804 804 304 304 804
563 563 363 563 363 563
363 363 363 363 363
180 180 180 180
0 0 0
0

Academic Year 75,594 75,594 75,594 75,594
Fall Estimate 75,054 75054 75054 75,0354

Source Calforma Postsecondary Education 1995 Bagelons Enrollment Projection

leges, a participation model, rather than a student-flow model, was determined to
be more valid for estimating enrollment demand

Historical community college participation rates were computed by dividing age-
specific and racial/ethmc-specific enrollments by the corresponding Califormia pop-
ulation cohort Rates were then analyzed and forecast

The Commission’s Baseline Projection reflects a full recovery of rates to their
1989-1992 averages for community college students who did not already have a
baccalaureate degree, and a partial recovery (60 percent) of college-going rates
for community college students with baccalaureates The underlying assumption
is that the communty colleges may not fully recovery the loss of baccalaureate
holders, resulting in part from the imposition on them of the $50 per-unit fee

The Commission’s Low Alternative Projection returns rates to approximately the
midpoint of the actual 1993 rate and the Baseline Projection rate for Fall 2005

A total of 660 rates were required to estimate enrollment demand for the commu-
nity colleges.
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Appendix B

P

An Analysis of K-12 Funding Under Proposition 98

ROPOSITION 98 was approved by the electorate in 1988, and provides that the
public schools, Kindergarten through the community colleges, shall recerve a rin-
imum funding guarantee based on whichever amount derived by three “tests” 1s
the greatest The calculation of these tests appears to be relatively straightfor-
ward, but in practice has turned out to be extremely complex

In a bnef summary, EdSource, a contnibutor to the Califorrua Parent Teachers
Association journal, has descnibed the requirements of the imtiative, as amended
subsequently by Proposition 111 in 1990, in the following terms (the words in
bold are emphasized by EdSource)

Entitled the “Classroom Instructional Improvement and Accountability Act,”
Proposition 98 (1988), as amended by Proposition 111 (1990) and legsla-
tion, mandates that

+ A minimum amount of funding be guaranteed for elementary and sec-
ondary schools and community colleges, according to one of three tests

In years of normal or stronger revenue growth, the Proposition 98
guarantee is the larger of

Test 1: The same share of the General Fund as in the base year of
1986-87 (as recalculated to account for shufts of property tax
revenues to schools) or

Test 2: The prior year’s funding from state and property taxes, ad-
justed for nflation and enrollment increases “Inflation” 1s
defined as the growth in per capita Personal Income

In years of low revenue growth, when General Fund tax revenues per
capita increase more slowly than per capita Personal Income, the Prop-
osition 98 guarantee is

Test 3: The same as Test 2 except inflation 1s defined as the growth
in per capita General Fund revenues plus one-half percent
The difference between this amount and what Test 2 would
have yielded is to be restored to education funding in years of
high revenue growth

Test 3b: The reduction, compared to the previous year, must be no
worse than cuts in state spending per capita for other budgeted servic-
es

+ The state mantain a “prudent” reserve (not defined)
* Each school district produce an annual School Accountability Report
Card (SARC) with information about student achievement, dropout
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rates, class size, discipline, expenditures, programs, nstructional mate-
nials, and other items

* The Governor and two-thirds of the Legislature must agree before any
of the provisions of Proposition 98 can be suspended (PTA, 1994)

The computation of the spending levels under the various tests 1s complicated and
controversial, and has been so since the initiative was passed The subsequent
passage of Proposition 111 seems to have done httle to ameliorate this situation
Over the years, there have been disagreements between the Department of Fi-
nance and the Office of the Legislative Analyst -- and between others such as the
California Teachers Association and the Department of Education -- about the
proper funding level, and given the complexity of the law, 1t seems unlikely that a
consensus will come to pass in the near future In part, the debate revolves around
the items to be included or excluded from the law’s coverage, the relationship
between Personal Income growth and General Fund growth, the appropniate shares
to be provided by State revenues versus property tax revenues, and the split in
expenditures between K-12 schools and community colleges

The definition of Proposition 98 funding levels appears to lie with the Governor
and the Legislature, since those two branches of government have the final say on
appropnations for all programs and services To put this another way, m any
given year, Proposition 98 funding levels are whatever the Governor and the Leg-
islature say they are. Such an interpretation, however, ignores the fact that judicial
action, and the case of California Teachers Association v Gould in particular, could
result in a judgment of $3 billion or even more in favor of the public schools once
it 15 finally adjudicated, possibly by the United States Supreme Court at some fu-
ture date

CTA appears to have won the first round n this battle in the trial court, but the
final outcome 1s far from certain

The point of this discussion is that the amount of money going from the General
Fund to the K-12 system is anything but predetermined or governed by a precise, if
mysterious, formula There is considerable room for policy judgment by both the
Governor and the Legislature, as well as for judicial interpretation of the law’s
various components At the same time, 1t is probable that the State will endeavor
to provide the public schools with sufficient funds to account for enrollment growth
and some factor for inflation, which it might very well have done anyway 1f Prop-
osition 98 had not been approved by the voters Accordingly, the Commission’s
baseline alternative assumes the K-12 system will receive annual increases at least
equal to growth, which is runming about 2 3 percent per year, plus inflation  As to
the latter, Proposition 98 defines inflation as the annual per capita increase in Per-
sonal Income, which is not really an inflation measure That increase is currently
projected by the UCLA Business Forecasting Project to average 4 3 percent per
year, compared to the annual increase projected by UCLA for the Consumer Price
Index of 3 3 percent Those numbers suggest a baseline growth rate -- and a
General Fund obligation -- for K-12 spending of 6 6 percent per year (2 3% +
4 3%)



Unfortunately, nothing with Proposition 98 is that simple Because of the way the
tests work, and because the General Fund forecast does not anticipate an econom-
ic recession, Test Two should predominate in calculating the funding guarantee

That test, as noted above, requires the percentage increases to be apphed not only
to the General Fund, but also to property taxes That raises the total amount of
funding to a higher level, and dictates that if one of the sources of funding, m thts
case property taxes, cannot provide its full share, then the General Fund must
make up the difference

It 1s here that Proposition 13 comes into play With growth projected by a reason-
able interpretation of Proposition 98 to be 6 6 percent per year, and with property
tax increases currently increasing at a lower rate, the General Fund may have to
make up the difference The restriction on property tax growth imposed by Prop-
osition 13 is two percent per year on most existing private property with the ex-
ception that such property is reassessed at one percent of its actual market value
when sold, new construction 1s also taxed at one percent of market value In spite
of these restrictions on property tax growth, the Rand Corporation believes that
actual property tax revenues, caused primarily by property turnover and new con-
struction, should increase at rates sufficient to relieve most of the pressure from
the General Fund If that turns out to be true, K-12’s share of General Fund
revenue should increase from its current rate of 36 1 percent to 39 7 percent by
2005-06 according to the Commission’s projection

Displays B-1 through B-4 show the Commission’s interpretation of spending re-
quirements under Proposition 98 As noted earlier, the proposition is so complex
that other interpretations are possible, but the Commussion believes that this spend-
Ing scenario is reasonable Display B-1 presents the basic information necessary
to compute each of the “tests,” with Displays B-2, B-3, and B-4 showing the
spending projection through 2005-06 under Tests One, Two, and Three, respec-
tively
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DISPLAY B-1  Basic Information Used to Compute Proposition 98 Funding Levels

Y;r
1993-94
1994-95
1995-96
199¢-97
1997-98
1998-99
1999-00
2080-01
2001-02
2002-03
2003-04
2004-05
2005-06

8ource Governor's Budget, 1995-96, UCLA Buemess Forecast, State Department of Finance, Demograpine Research Unit.
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Population

31,906,308
32,520,140
33,188,930
33,863,639
34,524,435
35,182,776
35,824,238
36,443,857
37,055,570
37,665,930
38,252,427
38,837,978
39,424,114

Per
Capita
Pers.
Income

$21,406
22,002
23,571
24,209
25,1719
26,479
27,434
28,490
29,650
31,033
32,633
34,229
35,645

iGeneral
! Fund
Pet. Revenue

Per

Capita
General
Fund
Chng. (Millions) Revenue

N/A 840,0954 §$1,257

28% 42,3526
71% 43,8000
27% 46,7000
40% 48,5000
52% 50,900 0
36% 54,053 1
39% 56,603 7
41% 594486
47% [62,3916
52% 659232
49% 69,9453
41% 73,9674

1,302
1,320
1,379
1,405
1,447
1,509
1,553
1,604
1,656
1,723
1,801
1,376

Per
Cap.
GF
Rev.
Pect.

K-12

Property Capita
Prop-
Revenue erty Tax

Tax

Per

Pet.

Chng. (Millions) Revenue Chng,

N/A
3 6%
13%
4.5%
1 9%
30%
4 3%
2%%
33%
32%
4 0%
4 5%
42%

$8,136
8,563
8,809
9,236
9,698
10,280
10,897
11,660
12,476
13,349
14,283
15,426
16,660

$255
263
265
273
281
292
304
320
337
354
373
397
423

N/A

33%
0 8%
28%
30%
4 0%
41%
52%
52%
53%
54%
6 4%
6 4%

K-12
Enroll-
ment

5,166,261
5,244,764
5,381,505
5,525,732
5,662,464
5,784,356
5,908,652
6,040,835
6,179,773
6,329,262
6,488,710
6,650,000
6,813,000

Pet.
Chng.
N/A
15%
26%
2.7%
2.5%
22%
2,1%
22%
2.3%
2.4%
2.5%
25%

25%



DISPLAY B-2  Projection of Test One Under Proposttion 98,
1993-94 to 2005-06

} Year
1993-94

f 1994-95

[ 1995-96
1996-97
1997-08
1998-99
1999-00
2088-01
2001-02
2002-03
2003-04
2004-05
2005-06

1986-87  prop, 98
Prop.98 K.12 Gen. Plus DOE &
Share of Fund Other
General Expend. Support
Fund' (000s) (000s)
309% $13,509,300 $971,496
309% 13,506,400 1,744,833
309% 14,164,800 2,012,907
309% 14,450,680 2,053,165
309% 15,007,665 12,094,228
309% 15750313 2,136,113
309% 16,725,997 2,178,835
309% 17,515245 2,222.412
309% 18,395,561 2,266,860
309% 19,306,232 2,312,197
309% 20,399,038 2,358,441
309% 21,643,622 2,405,610
309% 22,888,206 2,453,722

K-12 Total
(000s)

$14,480,796
15,251,233
16,177,707
17,280,422
17,919,995
18,746,263
19,790,190
20,649,529
21,602,796
22,588,124
23,760,254
25,088,266
26,417,464

1. As adusted for property tax shifts in 1992-93 and 1993-94

Source Qovernor’s Budget, 1995-96, CPEC 1954b, CPEC staff’ analyss,

Total K-

12
Percent
of
Genersl
Fund

34 2%
36 0%
36 7%
36 4%
36 3%
36 1%
359%
35 8%
35 6%
35 5%
35 4%
35 2%
35 0%

e
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Year
1993-94
1994-95
1995-96
1996-97
1997-98
1998-99
1999-00
2000-01
2001-02
2002-03
2003-04
2004-05
2005-06

Prop. 98

K-12 Gen.

Growth  gynd
Factor' Expend.

N/A $13,5093
43% 13,5064
9 7% 14,164 8
54% 14,9753
6.5% 15,007 7
7 3% 15,7503
58% 16,726 0
61% 17,5152
64% 18,3956
7 1% 19,306 2
T7% 20,3990
74% 21,6436
66% 22,8882

K-12
Praperty
Tax
Revenue
(Millions)

$8,135 7
8,563 2
8,809 2
9,236 0
9,698 0

10,280 0

10,897 0

11,660 0

12,476 0

13,349 0

14,283 0'

15,426 0

16,660 0

Total Prop.
98 K-12
State and
Local
Expend,

$21,645 0
22,069 6
22,974 0
242113
25,7809
27,666 5
29,258 9
31,0402
33,0176
35,356 7
38,070 2
40,878 6
43,5710

Pet.

Chng.

N/A
20%
4 1%
5 4%
6 5%
7 3%
58%
6 1%
6 4%
7 1%
7%
74%
6 6%

Plus DOE Total K-12 Total K-
12 Pct.

& Other
Support

§9715
1,744 8
2,0129
2,053 2
2,094 2
2,136 1
2,178 8
2,222 4
2,266 9
2,3122
2,358 4
2,405 6
2,453 7

Expendi-
tures

314,480 8
15,2512
16,1777
17,028 5
17,1019
17,886 4
18,904 8
19,7377
20,662 4
21,6184
22,7575
24,049 2
25,3419

of GF
36 1%
36 0%
36 9%
36 5%
375%
384%
38 0%
38 2%
384%
39 0%
39 7%
39 8%
39 7%

1 The growth factor 1s the combination of enrollment growth plus per capita personal income growth

DISPLJ4 Y B-3 Projection of Test Two Under Proposition 98, 1993-94 to 2005-06 (in Millions)

Prop. 98
Only
Pect. of
GF

37%
319%
323%
32.1%
33.2%
342%
34.0%
34.2%
34 6%
353%
36 1%
364%
36.4%

Beurces Governor's Budget, 1995-96, UCLA Busmess Forecast, State Department of Fmance, Demographic Research Unit, Michael A Stures, Rand
Corparation, CPEC staff analysis
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DISPLAY B-4  Projection of Test Three Under Proposition 98, 1993-94 to 2005-06 (in Millions)

Year
1993-94
1994-95
1995-96
1996-97
1997-98
1998-99
1999-00
2000-01
2001-02
2002-03
2003-04
2004-05

3;005-06

Per

Capita
Gen. K-12
Fund Enroll
Pet. Pet.
Chng. Chng.
N/A N/A
36% 1.5%
13% 26%
43% 2%
19% 25%
30% 22%
43% 21%
29% 22%
33% 23%
32% 24%
40% 25%
45% 25%
42% 25%

Prop. 98
K-12
Gen.

K-12 Prop. 98K

Prop.

Total

12 State

Growth Fund Tax Rev. and Local Pet.
Factor' Expend.

N/A
57%
4 4%
77%
4 8%
5.6%
6 9%
5T%
6 1%
62%
7 1%
7 5%
71%

$13,509
13,506
14,165
15,502
16,237
17,117
18,402
19,302
20,372
21,526
23,054
24,706
26,333

(Mul.)
$8,1357
35632
8,806 2
9,236 0
9,698 0
10,2800
10,8970
11,660 0
12,476 0
13,3490
14,283 0
15,426 0
16,660.0

Expend. Chng.

$21,645
22,070
22,974
24,738
25,935
27,397
29,299
30,962
32,848
34,875
37,337
40,132
42,993

N/A
55%
49%
8.7%
50%
5%
69%
37%
61%
6.2%
7 1%
7 5%
71%

Plus
DOE &
Other
Support

K-12
Total

$9715 $14,4808

1,744 8
2,0129
2,0532
2,0942
2,1361
2,178 8
2,2224
2,266 9
23122
2,3584
24056
2,453 7

15,2512
16,1777
17,554 8
18,331 4
19,253 4
20,5810
21,524 4
22,6392
23,8378
25412 1
27,1117
28,7870

Total K-

12 Pet.
of GF

36 1%
36 0%
36 9%
37 6%
37 8%
37 8%
38 1%
38 0%
38 1%
382%
38 5%
388%
389%

Prop. 98

Only
Pct. of
GF

33 7%
31.%%%
32.3%
33.2%
335%
33 6%
34 0%
34 1%
34 3%
34 3%
350%
3I53%
356%

1.'Enroliment growth plus growth m General Fund revenues per capita, plus one-half percent of the prior year level

Sources Governor's Budget, 1995-96, UCLA Business Forecast, State Department of Finance, Demographic Research Unit, CPEC staff analysts
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Appendix C

An Analysis of Bonded Debt in California

HE STATE CONSTITUTION provides that no debt above $300,000 may be cre-
ated -- other than to repel an invasion in time of war -- without a majority vote of
the people voting 1n a general election Bonds approved m this manner become
the general obligations, and are backed by the fiill faith and credit, of the State,
debt service for instruments of this type must be paid from the General Fund

Other types of bonds can also be 1ssued for various purposes without a vote of the
people, but they are required to have a specific source of revenue to service the
debt thus created, hence the term “revenue bonds ” In the California State Uni-
versity, for example, dormitories and parking lots have been constructed with the
proceeds from bonds of this type, with debt service derived from special funds in
the State Treasury financed by dormitory rentals and parking fees In recent years,
however, the Legislature has authonized the sale of bonds for more general pur-
poses such as the construction of high technology facilities, and has mcluded the
debt service for those bonds with the appropriations for general support of the
system of higher education benefiting from them Some still refer to these as
revenue bonds, but in recent years, the more appropriate term “lease-payment
bonds™ has gained favor There is no constitutional or statutory limit on the total
amount of debt that can be incurred, regardless of the way in which it is incurred

Display C-1 shows the total amount of bonded debt for all purposes in California
over the past five years, and it can readily be seen that the combunation of virtually

DISPLAY C-1  Bond Sales and Redempitions, 1989-90 to 1993-94 (Includes both General Obhgation
and Lease-Payment Bonds)

I Debt Service
' General Fund Bond Sales Debt Service as a % of
Fiscal Year Revenue (000s) (000s) (000s) General Fund
1989-90 $38,546,178  $1,375,000 $758,147 1.97%
1990-91 40,563,041 2,956,000 955,294 2.36%
1991-92 42,925,671 4,148,000 1,365,450 3.18%
1992-93 42,757,910 2,617,706 1,749,095 4.09%
1993-94 40,527,732 2,042,665 2,112,544 521%
Ave. Annual Bond Sales: $2,627,874

Sooross, Califiesua State Treasurer
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flat State revenues coincident with rapidly rising debt service requirements has
produced a situation where debt now exceeds five percent of General Fund Reve-
nues (5 21 percent as of 1993-94) That debt burden, together with California’s
recession and even the uncertainty of the political climate, has led to a lowering of
Cahfornia’s bond rating from its traditional AAA level, which in turn results in the
bonds being sold at shghtly igher interest rates, with proportionately higher debt
service requirements

As Display C-1 shows, California sold an average of $2 6 billion worth of bonds
each year over the five-year penod between 1989-90 and 1993-94 Due to the
defeat of various bond 1ssues, however, 1t 1s unlikely that a similar amount will be
sold in 1994-95

Those sales, however, while impressive, represent much less than half of the needs
projected by various branches of State government Display C-2 presents a five-
year projection as compiled recently by the Legislative Analyst The amounts for
transportation (in italics and shaded) are not included in the totals since the prima-
ry revenue source for that category 1s gasoline taxes and not bonds, yet even with
that substantial exclusion, the latest agency projections indicate an annual need of
$5 4 billion per year In the Commission’s view, and as discussed in Chapter Five
of this report, the amount shown for higher education n the display -- $1 3 bilhon
per year -- 1s now somewhat overstated and should probably be reduced to about
$1 0 bullion per year

Several questions emerge from these facts (1) can California meet its future capi-
tal outlay needs through the sale of general obligation or other bonds, (2) if 1t
cannot, what other funding sources might be available, (3) if bonds cannot be used
to meet every need, what mught the limit on annual bond sales be, and (4) what
level of bond sales might be allowable to continue debt service at about S or 6
percent of General Fund revenues?

In August 1994, the State Treasurer sold $700 million worth of general obligation
bonds with matunties ranging from one to 30 years at interest rates between 3 9
and 6 2 percent (Treasurer, 1994) In general, the longer the term, the higher the
mterest rate  As Displays C-3 and C-4 indicate, total interest payments for that
sale will eventually reach $535 5 million, which means that total debt service will
be $1,235 5 mullion by the time the entire $700 million 1ssue is redeemed in 2024
Most of the interest will be due in the early years of the redemption cycle -- about
75 percent of the interest is due in the first half of the 30-year redemption penod
Had these bonds been of the lease-payment vanety, it 1s probable that hugher mter-
est rates, bond insurance, and related administrative costs would have increased
the total cost of the issue by $150 to $175 million, or about 30 percent

As noted 1n the discussion of the General Fund in Chapter Six, the Commussion
believes that California will experience annual growth in the General Fund of about
5 2 percent per year between 1994-95 and 2005-06, a rate that should approxi-
mate anticipated expenditures over the same penod of time



DISPLAY C-2  Projected Five-Year Caputal Outlay Needs for the State and K-12 Education,

Executive

, 7
Transportation
Resources

K-12 Education

1994-95 Through 1998-99 Excluding the Department of Transportation

Five-Year Total/Average

Asof Feb. AsofOct. AsofFeb. Fep, 1995

1994 1994 1995 Annual
Report Report Re]:lort1 Average
Category (Millions) (Millions) (Millions) (Millions)
$48 $o0 $s50 f10
State and Consumer Services 1,510 1,500 1,050 210
14,937 14,900 14,721 2,944
560 600 719 144
Health and Welfare 337 300 403 81
Youth and Adult Corrections 1,788 5,000 7,036 1,407
15,000 15,000 11,000 2,200
Higher Education 6,343 6,300 6,563 1,313

General Government 259 300 273 55

| $4o,782| $43,900 | $41,8]5| $8,363.

Totals Without Transportation | $25,845 | $29,000 | $27,094 | 85419

. Includes $14 5 bilhon to be funded from state and federal gasoline tax revenues, state

' truck weight fees, and state toll bridge revenues for the Department of Transportation
The $11 billon for K-12 1s an estumate only The Analyst reports that there 1s no
statewide five-year plan

. Because they are funded almost entirely from gasoline tax revenues and not from bonds or
other sources, transportation expenditures are not included mn the totals

Sources Office of the Legislative Analyst.

Gtven that growth rate, and assumung stability in interest rates over that penod,
California will probably be able to finance less than half of its capital outlay needs
through bonds, regardiess of type To illustrate this, Displays C-5 through C-9
offer numerical and graphical dlustrations of vanous bond sale scenarios Dis-
plays C-5 and C-6 show what happens to debt service levels as a percentage of the
Generat Fund with annual bond sales of $2 0 billion, $3 0 bullion, and $4 0 billion
per year over the next 20 years These amounts are increased by three percent per
year to reflect increases in inflation Display C-6 shows the percentages graphi-
cally Displays C-7 through C-9 show what bond sales would have to be to keep
debt service at five percent and six percent of the General Fund, respectively, over
the next 20 years Display C-9 shows the data in a three-dimensional area chart
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DISPLAY C-3  Amortization of a $700 Million Bond Issue

Year

1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024

Totals

Over Thirty Years'
Principal Interest

Cumu- Cumu-

Annual lative Annual lative
Amount Amount Amount Amount
(000s) (000s) (000s) (000s)
$35,600 $35,600 $40,012  $40,012
35,600 71,200 38,232 78,243
35,600 106,300 36,701 114,944
35,600 142,400 35,099 150,042
35,600 178,000 33,408 183,450
35,600 213,600 31,628 215,078
35,600 249,200 29,848 244,926
35,600 284,800 28,032 272,958
35,600 320,400 26,180 299,138
35,600 356,000 22265 321,403
17,500 373,500 20,343 341,745
17,500 391,000 19,380 361,125
17,500 408,500 18,400 379,525
17,500 426,000 17,403 396,928
17,500 443,500 16,396 413,324
17,500 461,000 15,390 428,714
17,500 478,500 14,340 443,054
17,500 496,000 13,290 456,344
17,500 513,500 12,240 468,584
17,500 531,000 11,190 479,774
16,900 547,900 10,140 489,914
16,900 564,800 9,126 499,040
16,900 581,700 8,112 507,152
16,900 598,600 7,008 514,250
16,900 615,500 6,084 520,334
16,900 632,400 5070 525,404
16,900 649,300 4,056 529460
16,900 666,200 3,042 532,502
16,900 683,100 2,028 534,530
16,900 700,000 1,014 535,544

$700,000 $535,544

Cumulstive
Total (000s)

$75,612
149,443
221,744
292,442
361,450
428,678
494,126
557,758
619,538
677,403
715,245
752,125
788,025
822,928
856,824
889,714
921,554
952,344
982,084
1,010,774
1,037,814
1,063,840
1,088,852
1,112,850
1,135,834
1,157,804
1,178,760
1,198,702
1,217,630
1,235,544

$1,235,544

1. Interest rates on this bond 1ssue varied from 4 3 to 11 percent
depending on amount and maturity  The rate for most of the

bond 1ssue was between 5 0 and 6 0 percent

Sowrces Califorma State Treasurer
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Concerning the last of these graph-
ics, it should be noted that keep-
mg debt service at the 5 to 6 per-
cent level involves selling different
amounts of bonds each year due to
the vagaries of redemption sched-
ules, and that no bonds at all should
be sold in 1994-95 and 1995-96
under the five percent scenario --
other than the $700 mullion that has
already been sold -- since debt ser-
vice already exceeds 5 percent of
General Fund revenue In 1996-
97, $800 mullion and $2 3 bullion
canbe sold, and about $2 0to $2 5
billion for each of the next five
years before larger amounts are
possible due to General Fund rev-
enue growth Yet even by the fi-
nal year of the Commussion’s cap-
ital outlay projection, 2005-06, a
reasonable bond sale level only
reaches $3 1 to $3 6 bilhion, far less
than current estimates for total
statewide need -- estimated by the
Legislative Analyst at $5 4 billion
per year -- even before any con-
sideration is given to inflationary
pressures



DISPLAY C-4  Principal and Interest Payments for a 8700 Million General Obhgation Bond
Redemption, 1965 to 2024

$1,200,000 -\ | Total Interest Payments: $535,544,008 |

$1,000,000 - \

$800,000 -

$600,000

Payments (880s)

$400,000

$200,000
$0 . -
wy [ o — o W - =8 —_ o wy - =9 — o
o o & =) o o = S — — —_ — — o o
(=) =, [~ (=] = (=] (=] =] = (=] = (=3 = [
— — p— [t o (o'} o (] (o] L] (o] (o] (o] (o] o™~
Year

Sources  Dhsplay C-3
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DISPLAY C-5 Schedule of Outstanding General Obligation Bond Debt Service, 1990 to 2024,
Including the Most Recent Sale of $700 Million

Currentlv Outstanding Bonds Simulation A? Simulation B’ Simulation C*
Lease-

GO Bond Payment General Pet. of Pct. of Pet. of

Debt Bond Debt Fund Debt Gen. Debt Gen. Debt Gen.

Fiscal Year Service  Service Total Revenue Service Fund Service Fund Service  Fund

Ending (000s)  (000s) (000s) (000s)! (000s) Rev.  (000s) Rev.  (000s)  Rev.
1990 $633,626 $124,521 $758,147 $38,546,178 $758,147 197% $758,147 197% $758,147 197%
q 1991 812,806 142 488 955,294 40,563,041 955,294 236% 955294 2 36% 955,294 2 36%
5 1992 1,156,999 208,451 1,365,450 42,925,671 1,365,450 3 18% 1,365,450 318% 1,365450 3 18%
1993 1,472,581 276,514 1,749,095 42,757,910 1,749,095 409% 1,749,095 409% 1,749,095 409%
1994 1,748,001 364,543 2,112,544 40,527,732 2,112,544 521% 2,112,544 521% 2,112,544 521%

1995 1,813,845 408,263 2,222,108 42,400,000 2438,146 575% 2,546,166 601% 2,654,185 6 26%
1996 1,865,230 451,358 2,316,588 43,800,000 2,750,061 628% 2,966,797 677% 3,183,533 727%
1997 1,794,725 451,817 2,246,541 46,700,000 2,899,597 621% 3,226,125 691% 3,552,653 761%
1998 1,651,994 452,531 2,104,525 48,500,000 2,979,174 6 14% 3,416,499 704% 3853824 795%
1999 1,575,985 452,500 2,028,485 50,900,000 3,126,545 6 14% 3,675,574 722% 4224604 830%
2000 1,509,956 452,520 1,962,475 54,053,100 3285561 608% 3,947,105 730% 4608648 853%
2001 1,454,724 458,878 1,913,602 56,603,700 3,463,380 612% 4,238269 749% 5,013,158 886%
2002 1,435,045 425,273 1,860,319 59,448,600 3638402 612% 4,502,239 757% 5382879 905%
2003 1,328,548 421,360 1,749,909 62,391,600 3,757,854 602% 4,761.827 763% 5765800 9 24%
2004 1,197,110 420,577 1,617,687 65923200 3,851,205 584% 4,967,964 754% 6,084,723 923%
2005 1,070,394 419,887 1,490,281 69,945300 3,898,932 557% 5,103,257 730% 6,307,582 962%

Projected

2006 988,181 419,826 1,408,007 73,967,400 3,994,295 540% 5,287,438 715% 6,580,582 $%N%
2007 901,578 359,701 1,261,279 77,813,705 4,027,732 518% 5,410,959 695% 6,794,185 873%
2008 847,921 348,846 1,196,768 81,860,017 4,145941 506% 5,620,528 687% 7,095,115 867%
2009 803,513 358,798 1,162,311 86,116,738 4,296,812 499% 5,864,063 681% 7,431,313 863%
2010 707,332 324,266 1,031,598 90,594,809 4,354,111 481% 6,015,368 664% 7,676,625 847%
2011 599,364 310,694 910,058 95,305,739 4423224 464% 6,179,807 648% 7,936,390 §33%
2012 423,208 277,749 700,957 100,261,637 4,407,495 440% 6,260,764 624% 8,114,033 809%
2013 294,479 268,620 563,100 105475242 4465811 423% 6,417,167 608% 8,368,523 793%
2014 211,176 253,283 464,465 110,959,955 4,566,235 412% 6,617,120 596% 8,668,005 781%
2015 191,503 248,387  439,88% 116,729,873 4,741,975 406% 6,893,018 591% 9,044,061 775%

e i

1 1989-90 to 1993-94 are actuals from the State Treasurer 1994-95 and 1995-96 are Legislative Analyst's |
projections Subsequent years are based on‘the CPEC projection '

2 Assumes $2 0 billion 1 annual bond sales at amortization rates based on the most recent sale of bonds n August 1994
Also assumes that the $2 0 billion 1n sales will be increased by 3 0 percent per year through 2015

3 Assumes $3 0 billion n annual bond sales at amorttzation rates based on the most recent sale of bonds 1n August 1994
Also assumes that the $3 0 bilhon 1n sales will be increased by 3 O percent per year through 2015

|
4 Assumes $4 0 billion 1n annual bond sales at amortization rates based on the most recent sale of bonds 1n August 1994
Also assumes that the $4 0 billion i sales will be increased by 3 0 percent per year through 2015 |

Bouress. State Treasurer, Office of the Legislative Analyst, CPEC staff analysia.
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DISPLAY C-6  Projected Bond Debt Service (Bond Sales Increased 3.0 Percent Annually to Reflect
- Price Inflation) as a Percentage of Projected General Fund Revenue, 1965 to 2024
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DISPLAY C-7  Permissible Bond Sales (Both GO and Lease-Payment) to Keep Debt

Actual

Projected

Sources Cahforma State Treasurer, CPEC staff analysis.
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Col. A

Service at No More Than Five Percent of the General Fund, 1995 to 2015

Col.B

GO Bond
Debt
Service

Fiscal Year Subtotal

Endmg

1590
1991
1992
1993
1994

1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015

(000s)

$633 6

8128
11570
1,472 6
1,748 0

1.813 8
1.865 2
1,794 7
1,652 0
1,576 0
1,510 0
1,454 7
1,435 0
1,328 5
1.197 |
10704
988 2
901 6
8479
8035
7073
5994
4232
294 5
2112
1915

Col. C Col. D
Lease- Debt
Payment Service on
Bond Debt All Sold
Service Bonds
(000s) (000s)
$1245 $758 1
1425 9553
208 5 1,365 3
2765 1,749 1
3645 21125
408 3 22221
4514 23166
451 8 2,246 5
452 5 2,104 5
4525 2,028 5
4525 1,962 5
4589 1,913 6
4253 1.860 3
421 4 17499
420 6 16177
4199 1,490 3
419 8 1,408
3597 1,261 3
348 8 1,196 8
3588 1,162 3
3243 1,031 6
37 9101
2777 7010
2686 563 1
2533 464 5
248 4 4396

’

Col. E

Actual &
Projected
General
Fund
Revenue
{000s)

5385462
40,563 0
42,9257
42,7579
40,5277

42,400 0
43,800 0
46,700 0
48,500 0
50,900 0
54,053 1
56,603 7
59,448 6
62,391 6
65,923 2
69.945 3
73.967 4
77.813 7
81,860 0
86,1167
90,594 8
95,305 7

100,261 6

105,475 2

110,960 0

116.729 9

Col. F | Col. G

Annual 5% of the
Bond Sales General
(mlions) Fund
£1,3750 8519273
2,956 0 2,0282
4,148 0 2,146 3
2,6177 2,1379
20427 20264
00 21200
00 21900
8000 23350
2.2000 24250
1 8500 2,5450
22000 2,7027
1,800 0 2,8302
2,0000 29724
2.6000 3.1196
32000 32962
3,4000 34973
3,1000 3,698 4
3,900 0 35,8907
3,700 0 4,093 0
34500 43058
4,600 0 4,529 7
4,600 0 4,765 3
5,700 0 50131
54500 5,273 8
54500 55480
5,000 0 5,836 5

CoLH | ColLI

Projected Column H

Debt asa
Service Percent of
(0005) Column E
$7581 1 97%
955 29 236%
1,365 45 318%
1,749 10 4 09%
2,112 54 521%
22221 5 24%
23166 529%
23330 5 00%
24265 5 00%
2,543 0 5 00%
2,703 3 500%
28322 5 00%
2,974 0 500%
3.1183 5 00%
32990 5 00%
34979 5 00%
36988 5 00%
3,889 0 500%
4,095 4 5 00%
43063 500%
45306 5 00%
4,761 6 5 00%
50132 500%
52766 500%
55524 5 00%
58391 5 00%



DISPLAY C-8  Permussible Bond Sales (Both GO and Lease-Payment) to Keep Debt
Service at No More Than Six Percent of the General Fund, 1995 to 2015

Col. A Col. B Col. C Col. D Col. E Col. F Col G Col. H Col. 1

‘

. Actual &
GO Bond  Lease- Debt Projected
Debt Payment Serviceon General Projected Column H
Service Bond Debt All Sold Fund Annual 6% of the Debt asa
Fiscal Year Subtotal  Service Bonds Revenue Bond Sales General  Service Percent of
Ending {000s) {000s) {000s) (000s) (millions) Fund (000s) ColumnE
1990 $633 6 $124 5 5758 1 $38,5462 $13750 $23128 $7581 197%
T== 1991 8128 142 5 9553 40,563 0 29560 24338 95529 236%
S 1992 1,157 0 208 5 1,365 5 429257 41480 25755 136545 3 18%
< 1993 1,472 6 276 3 1,749 1 42,7579 26177 25655 1,74910  409%
1994 1,748 0 364 5 21125 40,527 7 2,042 7 24317 211254  521%
1995 1,813 8 i 408 3 22221 42,4000 2,9950 25440 25456 600%
1996 1,865 2 451/4 23166 43,8000 00 2,628 0 2,6325  601%
1967 17947 | 451'8 2,246 5 46,700 0 2,2750 2.8020 28016 600%
1998 i,6520 ‘ 452 5 2,104 5 48,500 0 24500 29100 29116  600%
1999 1,576 0 4525 2,028 5 50,9000 2,2000 3,054 0 3,0548 600%
2000 1,5100 4525 1,962 5 54,053 1 2,600 0 32432 32459 600%
2001 1,454 7 1589 1.913 6 56,603 7 2,100 0 33962 33937 600%
a 2002 14350 4253 1,860 3 59,448 6 2,4500 3.566 9 3,5695 6 00%
£ 2003 1,328 5 4214 17499 62,391 6 30500 3,743 5 37465 600%
. 2004 11971 4206 1,617 7 65,923 2 3,700 0 39554 39553 600%
2005 1,070 4 4199 1,490 3 69,945 3 4,700 0 4,196 7 41986  600%
2006 988 2 4198 1,408 0 73,967 4 3,6500 44380 44367 6 00%
2007 901 6 3597 1,261 3 77,813 7 4,850 0 4,668 8 46713  600%
2008 84749 348 8 1,196 8 81,860 0 43000 49116 49152 600%
2009 8§03 5 358 8 1,162 3 86,116 7 4,100 0 5.1670 51650 600%
2010 707 3 3243 1,0316 90,594 8 53500 54357 54365 600%
2011 599 4 3107 9101 953057 5,3500 5,718 3 57182 6 00%
2012 4232 2777 7010 100,261 6 6,550 0 6,0157 6,0199  600%
2013 294 5 2686 5631 105,475 2 6,250 0 6,328 5 6,3289  600%
2014 2112 2533 464 5 110,960 0 6,350 0 6,657 6 6,6560 6 00%
2015 191 5 248 4 4399 116,729 9 6,250 0 7,003 8 70089  600%

Sources California State Treasurer, CPEC staff analysis
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DISPLAY C-9  Pernussible Annual Bond Sales to Keep Debt Service at No More Than Five Percent
‘ or Six Percent of General Fund Revenues

Yhﬂrl
Sources Desplay C-7 and C-8

2005
2007
2009
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CALIFORNIA POSTSECONDARY EDUCATION COMMISSION

THE Califorma Postsecondary Education Commus-
sion 15 a citizen board established m 1974 by the Leg-
islature and Governor to coordinate the efforts of
Californmia’s colleges and uruversities and to provide
ndependent, non-partisan policy analysis and recom-
mendations to the Governor and Legislature

Members of the Commission

The Comnmussion consists of 17 members Nine rep-
resent the general public, with three each appointed
for six-year terms by the Governor, the Senate Rules
Commuttee, and the Speaker of the Assembly Six
others represent the major segments of postsecondary
education 1n Califorma Two student members are
appointed by the Govemnor

As of June 1995, the Commussioners representing the
general public are

Henry Der, San Francisco, Chair

Guillermo Rodriguez, Jr, San Francisco, Vice
Charr

Elame Alquist, Santa Clara

Mim Andelson, Los Angeles

C Thomas Dean, Long Beach

Jeffrey I Marston, San Diego

Melinda G Wilson, Torrance

Linda ] Wong, Los Angeles

Ellen F Wnght, Saratoga

Representatives of the segments are

Roy T Brophy, Fair Oaks, appownted by

the Regents of the Untversity of Californa,
Yvonne W Larsen, San Diego, appointed

by the Califorma State Board of Education,
Alice Petrossian, Glendale, appomted by

the Board of Governors of the California
Commumty Colleges,

Ted J Saenger, San Francisco, appoimnted by
the Trustees of the Califormua State Universaty,
Kyhl Smeby, Pasadena, appointed by the
Governor to represent Califorma’s independent
colleges and unuiversities, and

Frank R Martinez, San Luis Obispo, appomted

by the Council for Private Postsecondary and
Vocational Education

1

The two student representatives are
Stephen Lesher, Meadow Vista
Beverly A Sandeen, Costa Mesa

Functions of the Commission

The Commussion 1s charged by the Legislature and Gov-
emnor to “assure the effective utthzation of public postsec-
ondary education resources, thereby elrmnating waste and
unnecessary duplication, and to promote diversity, mnova-
tion, and responsiveness to student and societal needs ”

To this end, the Commussion conducts independent reviews
of matters affecting the 2,600 1nstitutions of postsecondary
education i Cahforma, including community colleges,
four-year colleges, unversities, and professional and occu-
pational schools

As an advisory body to the Legislature and Governor, the
Commussion does not govern or administer any institutions,
nor does 1t approve, authonze, or accredit any of them
Instead, 1t performs its specific duties of planning,
evaluation, and coordination by cooperating with other
State agencies and non-governmental groups that perform
those other governing, admimstrative, and assessment
functions

Operation of the Commission

The Commussion holds regular mectings throughout the
year at which 1t debates and takes action on staff studies
and takes positions on proposed legislation affecting
education beyond the high school in Cahiforma By law,
its meetings are open to the public Requests to speak at a
meeting may be made by writing the Commission 1n
advance or by submitting a request before the start of the
meetng

The Comnussion’s day-to-day work is carried out by its
staff in Sacramento, under the gmdance of its executive

director, Warren Halsey Fox, Ph D, who 1s appomted by
the Commission

Further information about the Commussion and 1ts publh-
cations may be obtaned from the Commussion offices at
1303 J Street, Suite 500, Sacramento, California 98514-
29338, telephone (916) 445-7933



A CAPACITY FOR GROWTH: Enrollments, Resources,
and Facilities for California Higher Education,
1993-94 to 2005-06 _ '

Commission Report 95-9

< gxn. n ONEofasenes of reports published by the Califorma Postsecondary Education Comnussion as part
faaifhll ¢ of its planning and coordinating responsibilibies Single copies may be obtained without charge from
Ne#%7 °  the Commussion at 1303 J Street, Swte 500, Sacramento, Califormia 95814-2938 Recent reports
commasion  Include

Q CALIFORNI
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